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PREFACE 


IT  IS  A  curious  thing  to  note,  yet  true,  that  a  work  on  recent  history 
has  terminal  dates  quite  as  exact  as  those  studies  concerning  them- 
selves with  the  more  remote  past.  The  historian  setting  himself  the  task 
of  reciting  the  story  of  the  Stuart  monarchs  or  the  American  Revolution 
or  the  Jacksonian  period  certainly  knows  where  to  begin  and  end.  The 
same  is  so  of  a  work  on  the  modern  era:  always  assuming  that  the  historian 
is  prepared  to  describe  clearly  his  conception  of  the  world  in  which  he 
lives.  Indeed,  by  definition  almost,  he  is  committed  to  doing  so:  for  only 
a  person  who  thinks  he  knows  what  and  why  we  are  and  believes  he  senses 
in  what  direction  we  are  heading  will  engage  to  write  recent  history. 

To  this  extent,  the  assumption  of  such  an  assignment  is  a  personal 
exercise  beyond  question— although  all  historical  writing,  in  the  final 
analysis,  is  really  that.  Otherwise,  why  would  history  have  to  be  rewritten 
constantly?  True,  new  facts  almost  daily  are  being  turned  up  by  diligent 
students,  and  fresh  additions  to  our  knowledge  through  monographic 
materials  are  being  made.  Yet,  in  most  instances,  these  addenda  can  be 
disposed  of  in  a  footnote.  Actually,  we  continually  are  reconstructing  the 
past  in  the  light  of  our  own  needs  as  we  seek  guidance  for  our  perplexities 
from  the  thoughts  and  deeds  of  earlier  epochs. 

All  this  means  that  the  historian  knows— or  thinks  he  does,  which  comes 
to  the  same  thing— what  the  past  was  like.  How  much  greater  must  be  his 
certainty  (perhaps,  in  fact,  his  prejudices)  when  he  sits  down  to  record 
the  events  immediately  shaping  his  own  times!  Our  modern  period,  he 
assumes,  started  at  such  and  such  a  date,  for  the  tendencies  which  now 
control  us  and  the  policies  currently  being  followed  could  have  had  their 
origins  only  then.  He  says  so  boldly;  and,  if  the  reader  agrees,  he  is 
successful.  Otherwise,  the  curtain  of  oblivion  quickly  and  generously 
descends  upon  him.  Such  are  the  risks  of  writing  recent  history. 

Twenty  years  ago,  when  The  United  States  Since  1865  was  published, 
it  was  clear  that  modern  America  had  its  origins  in  and  at  the  end  of  the 
Civil  War.  For,  until  1932,  the  unfinished  tasks  of  that  struggle,  the  new 
developments  only  then  appearing  in  the  1860's,  the  tentative  steps  being 
taken  by  the  United  States  to  participate  in  a  world  community,  were  part 
of  a  story  that  had  meaning  and  unity  only  as  it  started  at  the  initial  date 
set.  The  real  industrial  revolution  in  America  had  its  beginnings  during 
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the  Civil  War  years:  and,  as  America  turned  to  the  production  of  its  own 
iron  and  steel,  agricultural  implements  and  machines,  its  population  be- 
coming increasingly  urban  and  dependent  upon  wages,  it  was  apparent 
that  the  decline  of  die  nation's  agrarian  host,  politically  and  economically, 
had  set  in.  Similarly,  a  people  able  to  produce  goods  and  services  beyond 
the  needs  of  its  own  domestic  market  had  to  become  involved  in  the 
destinies  and  chances  of  the  rest  of  the  globe.  The  United  States  Since 
1865  recorded  these  shifts  in  power  and  the  political  programs  accompany- 
ing them;  and,  in  so  doing,  it  was  able  to  explain  with  some  plausibility 
the  world  in  which  Americans  lived  at  the  opening  of  the  decade  of  the 
1930's. 

As  a  nation,  in  the  early  years  of  the  decade  of  the  1950's,  our  concerns 
and  responsibilities  have  changed  vastly.  The  job  of  mechanizing  produc- 
tion has  been  largely  completed;  the  problem  of  finding  new  outlets  for 
savings  under  the  system  of  private  enterprise— the  last  one,  indeed,  left 
in  the  world— commands  all  the  ingenuity  of  business  management;  the 
depression  experiences  of  the  1930's  inevitably  have  brought  the  interven- 
tion of  the  State  into  our  calculations;  world  leadership,  for  good  or  ill, 
has  been  thrust  upon  us.  We  are  confronted  by  and  have  made  our  peace 
with  the  existence  of  Big  Business— the  dreams  of  the  New  Freedom  of 
Woodrow  Wilson  and  his  friends  have  proved  illusory.  Agriculture, 
while  a  minority  group,  is  powerfully  organized  and  has  public  help.  Big 
Labor  and  the  Big  State  flourish  in  our  world.  And  another  ideology— 
despite  the  creation  of  an  international  organization  committed  to  peace- 
exists  side  by  side  with  our  own  to  threaten  our  leadership  unless  we  are 
ready,  by  deeds  as  well  as  words,  to  help  bring  economic  wellbeing  and 
political  security  to  peoples  in  every  corner  of  the  globe. 

A  people  which,  in  1865  was  prepared  to  live  within  the  confines  of  its 
own  continent  and  preoccupy  itself  almost  exclusively  with  its  own 
domestic  problems  and  culture,  in  1900  already  was  beginning  to  be 
aware  of  its  larger  destiny— and,  by  the  same  token,  its  insecurity.  The 
recent  history  of  the  United  States,  in  consequence,  starting  as  it  does  in 
1900,  requires  of  the  analyst  new  perspectives  and  perhaps  even  different 
sets  of  values:  and  these  the  authors  have  adopted  consciously.  This 
volume— it  should  be  noted,  therefore— is  not  a  rewriting  of  The  United 
States  Since  1865,  but  a  new  book;  new  because  the  approach  to  our 
development  in  recent  times  is  different  and  also  new  because  the  author- 
ship, in  part,  is  different.  For  Dr.  Zahler,  as  collaborator,  has  replaced  the 
late  Professor  Kendrick. 

The  authors  have  felt  free  in  certain  instances  to  draw  upon  materials 
in  their  earlier  books.  For  such  borrowings  of  their  own  writings  from 
The  United  States  and  Its  Place  in  World  Affairs  and  The  Shaping  of  the 
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American  Tradition  the  authors  acknowledge  their  debt  to  D.  C.  Heath 
and  Company  and  the  Columbia  University  Press  respectively. 

This  book  in  every  sense  is  a  full  collaboration,  for  parts  in  every  chapter 
either  originated  with  or  were  rewritten  by  one  or  the  other  of  the  two 
authors.  Dean  Hacker  more  particularly  has  been  concerned  with  the 
political  and  economic  portions  of  the  story;  Dr.  Zahler  with  the  social, 
cultural,  and  intellectual  aspects.  Each  assumes  responsibility,  however, 
for  the  whole.  It  is  our  hope  that  the  various  parts  have  been  woven 
together  into  a  coherent  pattern;  and  that  the  exciting,  challenging,  yet 
troubled  times  in  which  we  live  today  have  been  made  more  intelligible 
as  a  result  of  our  efforts  to  record  here  the  recent  history  of  the  American 
people. 

L.  M.  H. 

H.  S.  Z. 
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THE  STEERAGE: 
EUROPEAN  IMMIGRANTS  ARRIVING  AT  NEW  YORK 


CHAPTER  1 


THE  OLD  AND 
THE  NEW  AMERICA 

THE  CLOSING  OF  AN  ERA 

A  SIGNIFICANT  and  easily  noted  date  in  time,  even  if  it  is  that  of 
the  opening  of  a  new  century,  does  not  necessarily  mean  new  be- 
ginnings. History  is  a  flow  and  not  a  series  of  abrupt  transitions.  Profound 
influences  for  change  may  have  their  stirrings  in  a  distant  past  and  some- 
times long  intervals  occur  before  their  impact  is  realized  and  fully 
absorbed.  Aristotle  was  being  read  in  medieval  Europe  for  many  years 
before  the  Catholic  Church,  through  St.  Thomas,  received  him  into  its 
tradition.  Innovators  experimented  with  steam  at  least  a  century  before 
the  Industrial  Revolution  was  launched  in  England.  The  Communist 
Manifesto  was  published  in  1848;  it  was  not  until  1917  that  its  threat  to 
the  world  began  to  be  understood^  and  then  only  by  a  few  outside  of 
Russia. 

In  a  sense,  the  opening  of  the  twentieth  century  in  America  marked 
no  important  break  with  the  past.  America's  industrialization  and  its 
future  destiny  as  a  great  economic  power  really  started  with  its  initial 
steel  plants  in  the  1870's.  Its  increasing  urbanization  was  becoming 
marked  in  the  1880's,  in  very  real  degree  affected  by  agricultural  mechan- 
ization and  the  change  in  the  character  of  its  immigrant  population.  Its 
bid  for  recognition  as  a  world  power  was  first  stated  by  James  G.  Elaine, 
when  President  Garfield's  Secretary  of  State  in  the  early  1880's  and  im- 
plementation came  through  the  appearance  of  America's  modern  naval 
fleet  in  the  1890's. 

And  yet,  as  we  look  back  with  the  hindsight  of  fifty  years,  1900  marked 
the  end  of  an  era  of  isolation,  and  the  twentieth  century  proved  to  be  a 
coming  of  age  for  the  United  States:  even  vestigial  traces  of  the  past 
began  to  disappear;  earlier  noted  tendencies  sharpened  their  outlines; 
forces  hitherto  sluggishly  at  work  took  on  great  momentum.  For  good  or  ill, 
America,  its  economy  mechanized  and  urbanized;  its  working  population 
containing  more  and  more  salary-  and  wage-earners  rather  than  self- 
employed;  its  industry  corporate,  impersonal,  and  collected  in  huge  units, 

3 


4  THE  TURN  OF  THE  CENTURY 

under  leaders  technically  and  scientifically  trained  (contrast  this  with  the 
humanism  of  Concord!):  this  United  States,  emerging  from  two  world 
wars  with  greater  strength  than  when  it  entered  them,  became  a  global 
power  dominating  the  West  as  effectively  as  Rome  and  Britain  had  their 
domains  in  the  past.  Even  here,  there  was  a  portentous  difference.  The 
leadership  which  ancient  Rome  had  exercised  and  finally  developed  into 
world  peace-the  Pax  Romana-hzd  been  based  upon  conquest  by  armed 
force.  The  world  primacy  which  Britain  had  held  after  1815-the  Pax 
Britannica  that  had  localized  wars  during  the  nineteenth  century-was 
founded  on  its  naval  and  financial  power.  The  United  States  could  not 
take  the  simple  road  of  conquest.  American  leadership,  to  be  effective  in 
the  face  of  the  growing  Communist  challenge,  had  to  be  based  upon 
mutual  agreement  and  trust,  upon  compromise  leading  to  voluntary  co- 
operation. 

The  United  States,  beginning  its  national  existence  in  1789,  had  started 
as  an  agricultural  and  mercantile  society;  and  it  continued  largely  to  be 
such  for  almost  one  hundred  years.  Thanks  to  a  land  policy  founded  on 
ownership  in  fee  simple  and  strengthened  by  generous  land  grants  from 
the  public  domain,  America  had  been  built  up  and  populated  by  an 
agricultural  people  operating  family  farms.  The  first  waves  of  pioneers 
moving  into  new  zones  of  settlement  were  hunters,  trappers,  and  drovers; 
soon  on  their  heels  came  the  extensive  agriculturists  who  produced  cash 
crops  like  cotton  and  tobacco  in  the  South,  wheat  in  the  North,  and  range 
cattle  in  the  West.  The  export  of  these  commodities  balanced  America's 
trade  account  with  foreign  nations  and  permitted  her  to  import  manu- 
factured goods  and  to  borrow  capital.  Then  with  settlement  thickening 
and  transportation  facilities  being  built,  agriculture  became  intensive 
supplying  local  markets  with  milk,  fruits,  vegetables,  poultry  and  meat 
from  carefully  bred  stock.  As  land  values  mounted  because  of  the  pres- 
sures of  settlement,  fanners  invested  less  in  further  land  holdings  and 
more  in  agricultural  machinery  and  in  a  higher  scale  of  social  life.  This 
earlier  American  society  was  typified  by  the  many  small  rural  villages 
and  towns  where  fanners  shopped,  banked,  obtained  craftsmen's  services, 
and  retired  when  their  active  lives  were  ended.  For  a  long  time,  in  terms 
of  capital  plant  values  and  income  produced,  the  American  farmer  was 
the  nation's  outstanding  businessman. 

The  urban  businessman  of  this  earlier  and  simpler  time  was  more  likely 
to  be  a  merchant;  the  urban  worker  more  likely  to  be  a  skilled  craftsman. 
As  far  back  as  the  colonial  period,  the  American  urban  businessman 
started  out  as  an  unspecialized  merchant.  He  bought  up  local  farm  sur- 
pluses, ran  a  retail  store,  entered  into  wholesale  trade  and  (because  he 
had  to  finance  his  customers )  engaged  in  private  banking  as  well.  Some- 
times, as  the  owner  of  local  mills  finishing  cloth,  producing  paper,  lumber, 
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or  wood  pulp,  he  processed  goods.  Sometimes,  he  had  shares  in  sailing 
vessels,  which  carried  the  farm  surpluses  over  the  seas  and  brought  back 
the  West  India  and  East  India  wares  that  he  moved  into  American  mar- 
kets. The  capital  accumulated  through  all  these  activities  he  usually 
invested  in  urban  real  estate,  wild  lands  on  the  frontier,  or  in  an  invest- 
ment-banking business.  For  the  most  part,  the  investment  bankers  who 
emerged  in  the  last  quarter  of  the  nineteenth  century  had  begun  in  this 
way;  such  was  the  history  of  the  houses  of  Morgan,  Lehman  Brothers, 
Lazard  Freres,  and  the  like.  Until  the  end  of  the  Civil  War,  "merchant" 
was  the  name  given  the  American  businessman.  The  terms  "industrialist" 
and  "capitalist*'  reflect  the  changes  of  the  twentieth  century, 

The  urban  worker  was  an  "artisan"  or  "mechanic,"  a  person  who  had 
mastered  a  skilled  craft  as  the  result  of  many  years  of  training  as  an  ap- 
prentice. Once  familiar  with  the  mysteries  of  his  trade,  he  labored  for 
wages  as  a  journeyman,  or  opened  his  own  shop  where  he  made  goods  to 
order.  In  this  fashion,  the  furniture,  shoes,  and  clothing  of  America  were 
produced  and  much  of  its  carpets,  tableware,  and  other  needs  of  daily 
life  as  well.  Journeymen  changed  their  employers  often,  but  as  their  skills 
were  not  made  obsolete  by  frequent  technological  innovation,  their  place 
in  the  labor  market  was  fairly  secure.  Of  course,  there  were  unskilled  and 
semiskilled  workers-the  porters,  truckers,  dock  laborers.  With  the  begin- 
nings of  a  real  mining  industry  in  the  1840's,  miners  of  copper,  lead, 
silver,  and  coal  appeared  in  the  labor  force.  As  railroads  became  im- 
portant, semiskilled  workers  found  place  in  this  industry.  As  early  as  the 
1820's  and  1830's,  although  principally  in  the  eastern  counties  of  New 
England,  factories  using  machinery  and  mass  production  techniques  were 
employing  women  (and  frequently  children)  to  spin  yarn  and  weave 
cotton  and  woolen  cloth.  In  his  rifle  works,  Eli  Whitney  had  devised 
interchangeable  parts.  Connecticut  clockmakers  were  showing  that  such 
parts  could  be  assembled  into  satisfactory  products  of  a  kind  formerly 
made  only  by  individual  craftsmen.  In  certain  industries,  mechanization 
made  giant  strides  after  the  Civil  War.  Yet,  even  as  late  as  the  last  quarter 
of  the  nineteenth  century,  by  and  large  the  worker  was  a  skilled  person 
living  in  a  relatively  stable  community  with  which  he  felt  himself  identi- 
fied. The  Lynds'  Middletown  draws  a  sharp  contrast  between  the  status 
and  security  of  workers  in  the  1890's  and  the  position  of  workers  in  the 
1920's  and  1930's. 

The  earlier  America  had  been  established  by  immigrants  from  northern 
and  northwestern  Europe,  largely  from  the  British  Isles.  At  the  beginning 
of  the  eighteenth  century,  Germans  made  their  appearance  in  sizeable 
numbers.  By  1789,  many  areas  had  settlers  of  Dutch,  French,  Swiss, 
Swedish,  and  Jewish  origin  and  cities  like  New  York  and  Philadelphia 
were  familiar  with  the  sound  of  foreign  tongues.  Nevertheless,  descend- 
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ants  of  English,  Irish,  Scottish,  and  Welsh  immigrants  were  by  far  the 
most  numerous;  the  cultural  heritage  and  speech  of  America  was  English. 
The  mixture  thickened  somewhat  with  the  arrival  of  great  numbers  of 
Germans  in  the  late  1840's,  of  Catholic  Irish  after  1846  and  again  in  the 
60's  and  70's,  and  of  Scandinavians  in  the  late  60's.  The  "new  immigrants" 
from  southern,  central,  and  eastern  Europe— Italians,  Greeks,  Poles,  Rus- 
sians, Lithuanians,  Jews— made  their  first  appearance  in  large  numbers  in 
the  late  1880"s.  Still  it  could  be  said  that  during  its  agricultural  and  mer- 
cantile period,  America  had  a  homogeneous  population.  To  be  sure, 
Negroes  continued  to  pour  into  the  United  States  as  slaves  until  the 
1840's.  They  introduced  no  really  African  culture  patterns  into  America, 
however,  and  after  the  Civil  War  Negroes  constituted  a  declining  propor- 
tion of  the  American  population. 

This  simpler  America  continued  to  concentrate  upon  the  tasks  of  con- 
quering and  settling  a  vast  and  virgin  continent.  The  Indians,  the  chief 
human  obstacle,  were  fought,  subdued,  and  the  few  that  remained  herded 
into  reservations.  By  treaty,  purchase,  and  war,  the  United  States  ex- 
tended its  borders  until  it  possessed  a  continental  domain.  And  the  move- 
ment westward,  over  mountains  and  heavily  timbered  regions  and  across 
prairies,  plains,  and  deserts,  continued  until,  by  1890,  the  obstacles  of 
nature  were  overcome  and  the  last  frontier  was  gone.  Trees  were  girdled 
or  cut  down  and  corn  planted  among  the  stumps;  the  tough  prairie  sod 
was  plowed  and  sown  with  wheat  and  the  other  small  grains;  the  plains 
were  filled  with  cattle  and  sheep;  irrigation  was  brought  into  the  desert. 
Everywhere  roads  were  built;  roads  to  move  out  fanning  surpluses  and 
bring  in  the  essential  consumer  goods  of  a  primitive  agricultural  economy 
—salt,  tobacco,  guns,  powder  and  explosives,  merchant  iron  and  bolts  of 
cloth. 

Small  wonder  that  early  America  concerned  itself  constantly  and  fever- 
ishly with  transportation;  and  that  all  agencies  of  government— national, 
state,  and  local— were  called  upon  to  participate  in  its  building.  In  a 
young  country,  where  liquid  capital  through  savings  accumulates  slowly, 
public  funds  must  play  a  crucial  role,  at  least  in  the  first  stages  of  eco- 
nomic development.  The  federal  government  and  the  states,  therefore, 
contributed  funds  to  build  roads  and  turnpikes;  the  states  constructed 
canals;  the  counties  opened  up  new  roads.  From  the  1830's  on,  almost  all 
states  were  involved  in  financing  railroad  companies  or  in  building  rail- 
roads themselves,  usually  with  unhappy  results.  Beginning  with  1850  and 
continuing  into  the  1870's,  the  federal  government  gave  land  grants  and 
made  loans  to  large  railroad  systems. 

Nor  was  it  difficult  to  attract  European  capital  Thanks  to  Alexander 
Hamilton's  genius  (he  had  funded  the  American  debt  and  assured  the 
integrity  of  the  United  States  monetary  system)  the  credit-worthiness  of 
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the  United  States  was  established,  European  funds  poured  into  the  United 
States  to  be  invested  in  state  securities  and  in  private  transportation  com- 
panies. And  before  long,  starting  as  early  as  the  1840Js,  merchants  from 
the  East  were  taking  a  share  in  western  railroad  financing  and  manage- 
ment, 

In  consequence,  roads,  railroads,  and  telegraph  lines  were  built  and 
rebuilt— sometimes  as  many  as  four  times— as  capital  became  plentiful 
enough  to  permit  improved  construction.  So  quickly  had  America  devel- 
oped that  by  the  end  of  the  nineteenth  century,  its  internal  transportation 
system  was  virtually  complete.  To  be  sure,  the  opening  of  the  twentieth 
century  did  not  mean  an  end  of  railway  construction;  railroads  were  to 
be  double-tracked  and  equipped  with  spur  lines  and  improved  terminal 
facilities;  electrification  was  begun.  And,  with  the  coming  of  the  auto- 
mobile, road  building  took  on  an  importance  it  had  not  had  since  the  days 
of  Andrew  Jackson.  Highways  emerged  from  a  period  of  comparative 
neglect  to  be  extended,  surfaced,  widened,  and  continually  redesigned. 

These  things  Americans  did— or  so  they  generally  believed— in  virtual 
isolation  from  the  outside  world,  True,  there  was  no  political  interfer- 
ence and  next  to  no  foreign  management  of  American  business  enterprise. 
Foreign  capital,  as  has  been  pointed  out,  did  play  an  important  part:  not 
only  the  long-term  capital  of  investments  but  as  well  the  short-term  capi- 
tal which  helped  to  finance  European  imports  into  America.  Ideas,  too, 
crossed  the  Atlantic  to  be  woven  subtly  into  the  attitudes  and  institu- 
tionalism  of  the  new  country.  The  tradition  of  English  local  government 
and  English  common  law  was  reflected  in  American  institutions.  The 
theories  of  Locke  and  Montesquieu,  who  had  laid  down  the  great  prin- 
ciples of  the  separation  of  powers;  of  Bentham  and  Ricardo  with  their 
coupling  of  social  welfare  and  individual  striving;  of  John  Stuart  Mill 
and  Charles  Darwin,  these  Americans  received  and  sometimes  in  some- 
what curious  ways  made  their  own.  Writers  read  and  imitated  the  Euro- 
pean romantics  of  the  nineteenth  century.  And  even  socialism  and  anar- 
chism, despite  the  absence  of  an  urbanized  proletariat  in  the  European 
sense,  had  their  American  disciples. 

Yet,  despite  close  economic  relations  and  an  intellectual  life  very  largely 
dependent  on  Europe,  in  all  international  affairs  the  United  States  stood 
apart.  America  held  no  membership  in  the  system  by  which  Britain  main- 
tained peace  throughout  the  world.  Only  remotely  was  the  United  States 
involved  in  that  elaborate  British  structure,  based  upon  a  navy  dominat- 
ing the  seven  seas  and  a  "balance  of  power"  arrangement,  which  kept 
Europe  from  major  war.  The  United  States  sought  no  colonies.  It  set  up 
no  protectorates  or  spheres  of  influence.  Perry  had  opened  up  Japan  to 
the  West;  but  Americans  played  no  role  in  its  industrialization.  The  few 
American  merchants  and  businessmen  who  established  themselves  in  the 
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Far  East,  the  Pacific,  and  Latin  America,  even  in  Hawaii  and  Cuba,  did 
so  at  their  own  risk.  America  made  no  alliances  and  expressed  no  official 
interest  in  foreign  wars.  The  United  States'  "manifest  destiny"  was  wholly 
confined  to  the  Western  Hemisphere.  Even  the  Monroe  Doctrine  was  a 
statement  directed  against  Europe  rather  than  a  program  for  joint  action 
by  all  the  Americas.  Most  Americans  believed  that  there  were  two  worlds: 
their  own,  which  was  good  and  understandable;  and  Europe's  which  was 
attractive  to  the  unwary  but  never  to  be  trusted. 

The  anti-European  bias  of  most  Americans  is  not  difficult  to  explain. 
In  large  part  the  settlers  of  America  from  the  seventeenth  century  on 
had  been  the  humble  men  and  women  whom  Europe  had  rejected:  the 
dispossessed  and  unwanted,  the  restless  and  ambitious.  They  had  been 
the  small  holders  who  had  lost  their  lands  and  rights  in  the  commons 
through  enclosure  movements;  the  artisans  who  were  kept  out  of  the 
monopoly  urban  guilds;  the  merchants  regarded  as  interlopers  by  the 
great  trading  companies;  the  religious  heretics  and  oppressed,  and  the 
social  rebels.  It  was  small  wonder  that  the  privilege  and  prescription 
of  crown,  aristocracy,  and  established  churches  was  left  behind;  that  the 
stabilizing  influences  of  the  conservatism  of  Burke  and  Tocqueville  had 
no  counterparts  in  America;  that  equalitarianism  lay  at  the  heart  of  the 
American  tradition. 

Europeans  must  struggle  for  life  against  social  pressure  within  and  the 
ambitions  of  rivals  without;  their  preoccupations  tended  to  be  with 
personal  values.  Americans  had  a  wilderness  to  conquer  and  settle;  their 
preoccupations  tended  to  be  with  positive  material  achievements.  By 
devotion  to  the  arts  of  peace,  they  had  built  up  those  capital  funds  from 
which,  largely,  economic  progress  was  to  come  for  the  nation  and  improv- 
ing standards  of  living  for  the  individual. 

On  this  heritage  and  these  forces  the  American  suspicion  of  Europe 
thrived.  How  vast,  perhaps  how  unbridgeable  was  the  gap  between  the 
two  lands  and  cultures,  Americans  like  Henry  Adams  and  Henry  James 
came  to  realize  in  the  last  quarter  of  the  nineteenth  century.  One  need 
only  read  James*  The  American  to  understand  that  America  and  Europe 
were  two  completely  different  worlds. 

FROM  AN  OLD  TO  A  NEW  AMERICA 

Bridges  had  to  be  built  from  the  old  to  the  new  America:  from  an  old 
America  which  assumed  that  social  welfare  was  linked  with  small  indi- 
vidual business  and  the  wide  diffusion  of  wealth  to  a  new  America  that 
would  accept  great  corporate  business  organization  and  large  agglomera- 
tions of  capital.  All  this  meant  the  threat  of  monopoly  and  economic 
instability;  yet  Americans  would  have  to  learn  that  only  through  capital 
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formation  and  new  investment  in  productive  enterprise  could  the  age- 
old  threats  to  mankind  of  want  and  cruel,  hard,  human  labor  be  met. 
Bridges  also  had  to  be  built  across  the  oceans:  from  an  old  America  living 
in  careless  or  suspicious  isolation  to  a  new  one  no  longer  content  with 
scolding  the  world  for  its  failures  to  establish  a  system  of  peace  but 
willing  to  participate  fully  in  such  efforts  with  all  the  compromises  that 
co-operation  demanded. 

During  the  first  half  of  the  twentieth  century,  such  changes  in  attitudes 
and  institutions  were  taking  place.  Big  Business,  as  a  social  force  (with 
the  Big  State  to  supplement  and  correct),  as  time  went  on,  came  to  be 
regarded  with  less  hostility  in  a  land  brought  up  on  the  traditions  of 
Jefferson,  Jackson,  and  the  Populists.  The  involvement  of  an  America, 
trying  to  cling  to  the  nineteenth-century  rules  of  neutrality,  in  World 
War  I  and  World  War  II;  its  increasing  realization  that  the  danger  of 
another  world- wide  outbreak  was  real  unless  mutual  security  was  assured : 
these  shook  the  hope  of  many  that  our  safety  was  fully  guarded  by  two 
seas. 

Many  influences  were  at  work— to  force  change  and  world  leadership 
upon  the  United  States.  These  may  be  listed  among  the  more  significant: 
(1)  the  increasing  tempo  of  industrialization  and  the  appearance  of  many 
new  heavy  and  light  industries  in  consequence;  (2)  the  growing  urban- 
ization of  the  United  States  as  populations  moved  from  the  countryside 
and  new  immigrants  settled  in  cities  rather  than  on  the  land;  (3)  the  shift 
after  1915  of  America's  position  from  a  debtor  to  a  creditor  nation; 
(4)  America's  economic  strength  (unlike  Europe's  plight)  after  World 
War  I  and  World  War  II;  (5)  the  decline  of  Britain  as  a  world  financial 
power  and  the  end  of  the  peace  it  had  been  able  to  maintain;  (6)  the 
Russian  Revolution  and  the  subsequent  appearance  of  communism  to 
challenge  the  democratic  system  everywhere;  (7)  the  emergence  of  the 
Big  State,  so  that  government  was  no  longer  neutral  but  prepared  to 
intervene  in  domestic  social  and  economic  policy. 

1.  Every  departure  from  ancient  purpose  or  policy  brought  attendant 
problems  in  its  train.  The  accumulation  of  capital,  by  business  itself  and 
through  individual  savings,  led  to  an  amazing  proliferation  of  American 
heavy  industry.  The  process  had  been  begun  when  the  trunk  railroads 
were  built  and  steel  plants  erected  after  the  Civil  War;  it  was  continued 
after  1900  with  the  vast  expansion  of  the  copper,  petroleum,  hydroelectric 
power,  road  surfacing,  chemical,  automobile,  and  airplane  industries. 
Except  for  the  railroads,  before  1900,  business  leadership  had  been 
atomistic  and  risk-taking,  with  unlimited  liability,  remained  an  individual 
matter.  The  great  Carnegie  Company,  making  steel,  continued  as  a 
partnership  until  1901;  the  great  Phelps  Dodge  Company,  mining  and 
refining  copper,  was  not  incorporated  until  1908.  But  more  and  more, 
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as  business  became  corporate  and  the  original  captains  of  industry  retired 
or  died,  power— management  decisions,  financing,  relations  with  labor- 
moved  into  the  hands  of  the  financial  promoter  or  investment  banker. 

The  era  of  large  consolidations  began  in  1897  and  ended  in  1904.  From 
then  until  the  crisis  of  1929,  it  may  be  said,  generally,  that  finance  capi- 
tal dominated  American  heavy  industry.  Imperfect  competition  became 
increasingly  evident.  Costs  rose  and  wages  declined.  The  refusal  to 
recognize  labor  produced  instability,  violence  and  the  spread  of  radical 
doctrines.  The  strength  of  original  innovators  like  Carnegie  in  steel, 
McCormick  in  agricultural  implements,  Rockefeller  in  petroleum  lay  in 
their  ability  to  produce  goods  cheaply.  All  America  benefited  because 
mass  production  at  low  costs  meant  high  real  wages;  indeed,  from  1860 
to  1900,  the  real  wages  of  workers  in  the  United  States  doubled.  During 
the  first  period  of  consolidations  when  finance  capitalism  was  at  the 
controls,  real  wages  failed  to  rise.  (Another  factor  of  course,  was  the 
extraordinary  increase  in  the  labor  supply  during  these  same  years 
1900-1915.) 

Trade  union  organization  and  industrial  struggles  took  on  intransigent 
forms.  Strikes  were  bitter  and  bloody;  but  unionism  failed  to  grow  sig- 
nificantly—and this  in  the  face  of  the  conciliatory  gestures  of  leaders  like 
Samuel  Gompers  of  the  American  Federation  of  Labor  and  the  heads  of 
the  railroad  brotherhoods.  Gompers  preached  the  idea  of  "voluntarism": 
that  labor  would  care  for  its  own  through  trade  unionism  and  without 
state  intervention.  Business  was  indifferent  or  worse  to  such  mild  doctrine. 
An  inevitable  consequence  was  the  growth  of  radicalism:  the  evolutionary 
socialism  of  Eugene  V.  Debs  and  the  revolutionary  syndicalism  of  the 
Industrial  Workers  of  the  World.  Between  1900  and  1912,  socialism  spread 
and  by  1912  Debs  obtained  almost  a  million  votes  for  the  Presidency. 
Between  1905  and  1914,  it  was  claimed  the  "Wobblies"  ( as  members  of 
the  IWW  were  called)  signed  up  a  million  card  holders  among  metal 
miners,  sailors,  iiarvest  hands,  eastern  textile  workers— the  migrant  and 
unskilled  laborers  of  America. 

The-middle-class  intellectuals,  too,  became  restive:  they  were  more  and 
more  critical  of  business  practice;  they  exposed  the  corruption  of  Ameri- 
can politics;  they  called  for  reform  and  large-scale  intervention  on  the 
part  of  the  state  to  readjust  social  and  economic  balances.  Lincoln 
Steffens'  Shame  of  the  Cities  (1907)  and  his  Autobiography  (1931) 
pointed  up  the  unhappy  consequences  of  the  alliance  between  local  poli- 
tics and  business;  Herbert  Croly's  Promise  of  American  Life  ( 1909 )  was 
the  first  reasoned  demand  for  the  state's  acceptance  of  its  responsibilities 
to  promote  welfare.  Here,  intellectuals  were  moving  away  from  the 
simpler  tenets  of  the  earlier  America,  which  regarded  government  as  a 
necessary  evil  made  endurable  only  by  restricting  the  field  of  its  activity. 
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2.  In  1900,  three-fifths  of  America's  population  still  lived  in  the  coun- 
try or  in  rural  villages;  in  twenty  years,  less  than  half  were  counted  as 
rural  dwellers.  The  exodus  of  young  people  from  the  countryside  and 
the  throngs  of  new  immigrants— between  1900  and  1914,  more  than 
13  million  such  persons  entered  American  ports—speeded  up  United 
States  urbanization.  Urbanization  meant  more  than  population  shifts: 
it  produced  great  cities  with  their  intensified  problems  of  policing,  public 
utility  services,  schooling,  slums,  economic  insecurity,  impersonal  social 
relationships.  The  cities  housed  the  new  light  industries— apparel,  bever- 
ages, electrical  goods;  more  important,  the  service  industries  were  estab- 
lished here.  And  with  the  expansion  of  banking,  public  utilities,  insur- 
ance, and  the  like,  the  white  collar  workers  grew  in  numbers  until  by 
1940  they  constituted  25  per  cent  of  the  nation's  workers  (as  compared 
with  6  per  cent  in  1870).  Where  would  the  loyalty  of  the  white-collar 
classes  be?  They  were  the  managers  but  not  the  owners;  the  skilled 
technicians  but  not  the  planners.  Would  they  join  labor?  Would  they 
wrest  separate  recognition  for  themselves?  Or  would  they  try  to  constitute 
a  third  force,  and  as  a  third  force  be  unstable  and  dangerous?  Even  by 
1950,  there  was  no  certain  answer  to  this  perplexity* 

3.  On  capital  account— the  movement  of  long-term  and  short-term 
funds  in  international  transactions— the  United  States  had  been  a  debtor 
nation  from  the  beginning.  European  investments  had  aided  mightily  in 
getting  the  young  republic  started  politically  and  economically.  English 
merchants  had  assisted  American  firms  to  expand  in  international  trade. 
The  railroads  of  the  nineteenth  century  could  not  have  got  their  start 
without  foreign  financing.  A  young  country  needs  such  help  to  grow  and 
exploit  its  natural  resources.  Until  1915,  this  was  America's  dependent 
status;  and  then,  almost  overnight,  from  dependent  debtor,  the  United 
States  became  supporting  creditor,  first,  and  then  principal  reservoir  of 
world  capital.  By  1933,  America's  creditor  position  was  represented  by 
a  surplus  of  $9.5  billions,  with  foreign  investments  in  the  United  States 
subtracted  from  American  investments  abroad;  by  1950,  the  surplus  stood 
at  $15  billions.  The  world  money  market  had  shifted  from  London  to 
New  York;  and  New  York's  (and  America's)  business  life  responded 
sensitively  to  each  vagrant  wind  and  faintly-felt  tremor  disturbing  the 
political  and  economic  stability  of  every  corner  of  the  earth. 

4.  Although  President  Wilson  proclaimed  accepted  doctrines  of  neu- 
trality in  1914,  the  American  people  were  swept  into  World  War  I.  In 
the  1930's,  Congress  went  so  far  as  to  seek  to  secure  effective  American 
neutrality  by  limiting  trade  with  belligerents;  yet  the  United  States  was 
forced  into  World  War  II.  Wilson  had  announced  our  participation  as  a 
crusade  "to  make  the  world  safe  for  democracy";  American  membership 
in  the  League  of  Nations  should  have  followed.  But  many  Americans 
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believed  they  could  have  their  cake  and  eat  it:  avoid  the  commitments  of 
mutual  security;  build  high  tariff  walls  to  keep  out  foreign  goods,  but 
lend  foreigners  funds  with  which  to  buy  ours;  preoccupy  themselves  with 
the  expansion  of  new  industry— chemicals,  motion  pictures,  radio,  air- 
planes—and neglect- the  needs  of  an  outside  world  that  had  never  over- 
come the  ravages  of  war.  We  paid  the  price  of  our  political  and  economic 
withdrawal  in  the  depression  of  1930  and  after;  the  growth  of  Nazism 
was  another  part  of  that  price. 

Our  economic  recovery  after  World  War  II  confounded  all  the  eco- 
nomic doctors.  Schooled,  by  depression  experiences,  to  assume  that  the 
American  economy  had  lost  its  youthfulness  and  resiliency;  prepared  to 
see  mass  unemployment  and  industrial  stagnation  returning;  accepting 
the  state  as  the  leading  investor,  economists  and  public  officials  were 
ready  to  settle  for  an  economy  at  a  low  ebb.  Not  so  American  business 
leadership  and  consumers  who  generally  had  more  faith;  there  was, 
besides,  a  great  outside  world  clamoring  for  food  and  clothing  and  new 
industrial  equipment.  The  United  States  slipped  easily  from  a  wartime 
to  a  peacetime  establishment  as  American  goods  and  credits  poured  out 
of  the  country  in  a  mighty  stream  and  as  the  United  States  turned  to 
building  houses,  making  automobiles  and  manufacturing  consumer  dur- 
ables-vacuum cleaners,  washing  machines,  radio  and  television  sets- 
for  a  domestic  market  whose  demands  seemed  endless.  There  could  be 
no  stagnation  where  confidence  continued  to  exist  and  real  wages  were 
high. 

5.  Credits  and  managerial  skills  had  been  among  Britain's  great  assets 
as  its  merchants  and  technical  experts  moved  at  ease  over  the  whole 
nineteenth-century  world.  Britain  had  never  recovered  economically  from 
World  War  I-  the  price  it  paid  for  victory  in  World  War  II  was  even 
heavier.  Its  overseas  investments  were  largely  wiped  out;  it  was  burdened 
with  a  heavy  debt  it  owed  to  India,  Egypt,  Argentina;  much  of  its  indus- 
trial plant  at  home  was  obsolescent;  restiveness  in  the  colonies  forced 
heavy  political  concessions.  The  British  navy  and  British  financial  help 
had  maintained  a  European  balance  of  power:  these  stabilizing  forces 
were  gone  as  air  fleets  multiplied  and  the  financial  center  shifted  to  the 
United  States.  If  the  peace  was  to  be  kept,  albeit  an  uneasy  one— and 
communism  contained,  the  United  States  would  have  to  assume  leader- 
ship, with  Britain  the  junior  partner.  After  World  War  II-unlike  its 
hesitancies  in  1919-21-the  United  States  realized  before  it  was  too 
late  the  responsibilities  of  power.  The  Truman  Doctrine  (1947),  the 
Marshall  Plan  (1948),  the  creation  of  the  North  Atlantic  Pact  (1949),  the 
defense  of  Korea  (1950)  proved  to  Britain  and  the  rest  of  the  world  that 
America  would  not  (or  could  not)  withdraw  from  world  affairs. 

6.  America  could  not  withdraw  unless  it  was  prepared  to  see  com- 
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munism  triumph  by  default.  The  Russian  Communists  had  been  able  to 
seize  power  in  1917  as  a  result  of  the  breakdown  of  the  bankrupt  Russian 
monarchy.  Russian  defeat  at  the  hands  of  Poland  and  the  failure  of  Com- 
munist uprisings  everywhere  in  central  and  eastern  Europe  turned  the 
Russian  Communist  leadership  inward.  Lenin  accepted  a  compromise 
with  capitalism  and  inaugurated  the  New  Economic  Policy  which  wel- 
comed foreign  concessionnaires  with  funds  to  invest;  after  his  death,  the 
adoption  of  a  series  of  so-called  five-year  plans  stressed  internal  economic 
reconstruction  and  the  collectivization  of  agriculture.  Stalin's  slogan  was, 
"communism  in  one  country'':  the  rest  of  the  world  apparently  did  not 
interest  him.  Russia  sought  to  avoid  foreign  involvements;  entered  the 
League  of  Nations;  obtained  recognition  of  its  government,  even  the 
United  States  resuming  diplomatic  relations  in  1933.  During  the  1930?s 
it  was  Germany  Russia  feared  most;  and  in  an  effort  to  obtain  Western 
sympathy  the  Third  International  was  virtually  disbanded.  To  keep  itself 
free  from  attack,  it  signed  the  nonaggression  pact  with  Germany  in  1939 
(thus  precipitating  World  War  II);  to  secure  its  western  frontier  it  over- 
ran eastern  Poland  and  the  Baltic  states  and  invaded  Finland;  at  the  same 
time  Communists  everywhere  declaimed  against  the  "imperialist  ^war" 
in  the  hope  that  it  would  end  before  Germany  turned  eastward. 

But  Hitler  did  attack  Russia  in  June,  1941;  and  to  Russians  and  their 
Communist  supporters  the  "imperialist  war"  was  now  a  democratic  one. 
Russia  needed  friends  badly  and  aligned  herself  with  the  Allied  powers: 
Lend-Lease  and  the  second  front  in  France  saved  the  country.  As  the  war 
continued  the  Russians  indicated  their  willingness  to  become  a  member 
of  a  new  world  organization,  the  United  Nations,  and  join  in  mutual 
security  pacts  to  assure  peace  in  Europe  and  the  Far  East.  All  these  were 
maneuvers:  the  Russian  leadership  was  really  committed  to  world  revolu- 
tion. In  actions  which  spoke  louder  than  words,  Stalin  endorsed  the  old 
Leninist  doctrine:  the  world  could  have  no  peace  if  Communist  and  cap- 
italist ideologies  lived  side  by  side. 

Stalin  based  his  aggressive  tactic  on  the  assumption  that  economic 
revival  in  the  West  was  impossible;  his  miscalculations  were  those  of  the 
stagnationist  school  of  economists.  The  Third  International  was  replaced 
by  the  Cominform  in  1947.  Everywhere— directly,  in  Russian-administered 
areas  like  postwar  East  Germany,  through  political  activity  in  France  and 
Italy,  through  civil  war  in  Greece,  and  power  weighing  on  the  borders  of 
Turkey  and  Iran— Communist  pressures  were  resumed.  The  Russians 
sought,  and  with  the  treasonable  help  of  a  few  British,  Canadian,  and 
American  scientists,  successfully  learned  the  technological  secrets  which 
had  made  it  possible  for  the  United  States  to  use  atomic  energy  for 
military  purposes.  But  the  American  economy  did  not  collapse  according 
to  dialectical  law;  resistance  in  Britain,  France,  Western  Germany  stiff- 
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ened;  and  the  West,  under  American  leadership  and  with  whole-hearted 
British  support,  turned  to  work  out  a  political  policy  and  a  military  plan 
for  containing  Russia.  The  outbreak  of  the  Korean  War  was  a  test  of  the 
United  Nations  and  the  seriousness  of  the  American  intention.  Both  sur- 
vived; and  the  program  of  strengthening  Europe  continued.  Thus  America 
stood  at  the  end  of  the  first  half  of  the  twentieth  century  committed  to 
peace  but  prepared  for  war  if  aggression  threatened. 

7.  Meanwhile,  at  home,  the  state  extended  its  activities  and  influence 
into  every  corner  of  the  social  and  economic  scene.  True,  the  New  Deal 
of  Franklin  D.  Roosevelt  moved  in  the  beginning  through  a  series  of 
improvizations;  nevertheless  the  grand  intention  was  plain  enough.  Only 
intervention— in  agriculture,  banking,  public  works,  industry— could  place 
the  economy  on  an  even  keel  once  more;  high  purchasing  power  for 
farmers  and  workers  and  government  spending  to  put  the  unemployed 
back  to  work  would  start  the  wheels  of  industry  going  again.  The  Big 
State  grew  and  grew,  as  government  corporations  multiplied  to  lend  and 
construct,  and  to  manage  and  control  the  destinies  of  farmers,  home 
builders  and  owners,  electric  power  suppliers  and  users,  security  dealers 
and  buyers.  As  the  Big  State  flourished,  so  did  its  vast  bureaucracy  of 
officials;  these  *now  constituted  a  real  threat  to  that  enterprise  and  willing- 
ness to  take  risk  which  had  been  such  an  important  element  in  the 
American  adventure. 

Thus,  the  new  America  of  the  twentieth  century  found  that  its  power 
implied  responsibility.  Its  great  economic  machine  and  its  devotion  to  the 
principle  of  welfare  gave  it  the  means  and  the  dedication  to  work  for  a 
better  world.  It  was  seeking  to  create  economic  and  social  stabilities  at 
home.  As  opposed  to  communism,  the  American  way  of  life  offered  the 
rule  of  law,  the  right  of  dissent,  freedom  of  worship,  regard  for  equality 
of  opportunity.  Americans  had  confidence  in  their  institutions  and  tradi- 
tional attitudes;  the  exuberance,  the  optimism,  the  pragmatic  sanctions 
of  the  simpler  nineteenth  century  continued  to  survive.  Successful  leader- 
ship required  a  sense  of  mission.  Americans  had  it,  as  had  the  British  in 
the  nineteenth  century, 

Yet  in  that  sense  of  mission-even  if  leadership  had  been  thrust  on  the 
United  States— lay  danger.  Americans  might  alienate  those  they  would 
lead  by  seeking  to  impose  their  own  codes  and  standards.  Americans  still 
had  to  learn  that  intellectual  activity,  artistic  creation,  the  enjoyment  of 
the  present—as  contrasted  with  concern  for  making  goods  and  making 
money-were  primary  values  in  a  Europe  whose  living  past  ran  back  to 
Greece  and  Rome.  And  the  East  recognized  still  another  set  of  values, 
even  more  bewildering  and  ancient,  still  further  away  from  American 
ideals.  As  defenders  of  the  peace,  the  Romans  and  the  British  had  learned 
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to  live  with  other  peoples.  But  the  arts  of  accommodation  are  not  easily 
acquired;  and  this  was  the  hardest  lesson  of  all  for  a  nation  to  master 
that  had  been  self-contained  and  free  of  entangling  alliances  for  such 
a  long  time. 

In  1900,  as  Americans  faced  the  opening  of  the  twentieth  century,  they 
were  not  aware  that  their  destiny  would  take  them  into  these  new  and 
strange  paths.  By  mid-century,  they  saw  their  way  clear  before  them; 
but  it  was  beset  by  as  many  perils  as  was  Pilgrim's  in  his  journey  to  the 
City  of  God.  It  is  the  purpose  of  the  chapters  that  follow  to  tell  of  the 
changes  in  and  the  challenges  to  this  new  America  of  the  twentieth 
century. 


CHAPTER  2 


THE  AMERICAN  SCENE 
IN  1900 

THE  RETURN  OF  PROSPERITY 

AT  THE  opening  of  the  new  century,  most  Americans  could  regard 
their  world  with  considerable  complacency.  Following  the  long  de- 
pression of  1893-97,  prosperity  once  more  had  returned,  in  part  due  to 
crop  failures  elsewhere  throughout  the  world  which  raised  the  prices  of 
American  agricultural  goods,  in  part  due  to  governmental  outlays  needed 
to  finance  the  war  against  Spain.  New  industrial  ventures  were  appear- 
ing; there  was  a  great  increase  in  immigration;  cities—with  all  their 
requirements  for  housing  and  the  other  demands  of  large  working  popu- 
lations-were growing.  By  1900,  the  continental  United  States'  population 
had  increased  by  fifteen-fold  from  the  5  million  people  it  numbered  in 
1800.  The  census  of  1890  had  counted  62.9  million  Americans;  that  of 
1900  put  the  total  at  75.9  million.  The  mass  movement  out  of  the  country- 
side into  the  cities  was  under  way.  In  1890,  35.4  per  cent  of  the  American 
people  had  lived  in  cities  and  towns  of  over  2,500  population;  in  1900,  the 
proportion  was  40  per  cent.  This  movement  was  supplemented  by  an 
immigration  which  no  longer  was  seeking  the  agrarian  back  country  but 
the  industrialized  communities  of  the  East  and  Middle  West.  Between 
1891  and  1900,  3,657,564  immigrants  entered  the  United  States;  three- 
fifths  of  them  were  men  between  18  and  40  who  were  largely  unskilled 
and  without  capital  and  hence  ready  to  work  in  factories  and  mines  and 
on  the  public  works  of  an  expanding  urban  economy. 

Great  occupational  shifts  were  taking  place.  In  1870,  52.7  per  cent  of 
America's  gainfully  employed  were  to  be  found  in  agriculture;  in  1900, 
the  proportion  stood  at  37.5.  In  manufacturing  the  figures  were:  for  1870, 
20.9  per  cent,  for  1900,  24.8  per  cent;  in  transportation  and  trade,  10.4  per 
cent  and  12.7  per  cent;  and  in  professional,  personal,  clerical,  and  govern- 
ment services,  13.1  per  cent  and  22.4  per  cent.  Put  in  another  way,  a 
maturing  economy  changes  over  from  primary  production  (agriculture, 
extractive  industries)  to  secondary  production  (manufacturing)  and 
tertiary  production  (service  industries).  It  is  at  this  last  point  that  a  new 
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middle  class  began  to  make  its  appearance.  Professor  D.  Wright  Mills 
estimated  the  growing  numbers  of  this  new  middle  class  in  the  working 
force  in  this  fashion: 

TABLE  1 
Occupational  Distribution  in  the  United  States,  1870,  1900 

1870  1900 

Office  workers  0,7%  2.8% 

Salespeople  2.6%  5.1% 

Salaried  professional  and  technical  workers  1.735  3.0% 

Managerial  0.8%  1.4% 

Total  5^8%  12.3% 


The  manufacturing  industries  were  on  the  march.  From  1890  to  1900, 
the  country's  industrial  capital  had  grown  from  $6.5  billions  to  $9.8  bil- 
lions; the  value  of  products  from  $9.4  billions  to  $13  bUlions;  the  number 
of  wage-earners  increased  25  per  cent  and  wage  payments  23  per  cent. 
Although  the  heroic  era  of  railroad  building  had  passed,  36,151  miles  of 
track  were  added  to  American  railroads  between  1890  and  1900.  Industry 
was  moving  west  and  south,  increasing  its  density  in  the  Great  Lakes 
region  and  bringing  new  problems  and  promise  to  the  South.  Southern 
cotton  manufactures  were  expanding  rapidly;  for  while  New  England's 
branch  of  the  industry  increased  25.3  per  cent  between  1890  and  1900, 
the  South's  went  up  58.9  per  cent.  Mining  also  extended  its  operations, 
notably  coal  mining  in  West  Virginia  and  iron  and  coal  mining  in 
Alabama.  The  country's  basic  iron  and  steel  industry  increased  its  output 
sharply  in  the  last  half  of  the  decade.  Between  1895  and  1900,  pig  iron 
production  rose  from  9.4  to  13.8  million  tons  (outstripping  British  output 
by  5  million);  steel  from  6.1  to  10.1  million  tons;  and  steel  rails  from 
1.3  to  2.3  million  tons.  Matching  the  growth  of  steel  the  indexes  of 
physical  output  showed  significant  rises  in  metal  and  fuel  production; 
with  1899  as  100,  metal  mining  stood  at  109  in  1900  and  fuel  at  106. 

While  the  United  States  was  thus  assuming  the  aspect  of  a  railroad- 
linked,  steam-powered  urban  economy,  new  forces  were  emerging  to 
foreshadow  the  aspect  of  things  to  come.  Within  twenty-two  years  of  the 
first  commercial  use  of  the  telephone,  the  United  States  already  had  one 
instrument  to  each  100  inhabitants.  By  1893,  the  inventions  of  Nicola 
Tesla  had  made  possible  large  scale  application  of  transmissible  alternat- 
ing current;  by  1898,  the  first  turbine  generators  had  been  installed.  The 
electrical  machinery,  apparatus,  and  supplies  made  in  1899  were  valued 
at  $92  million,  while  an  incomplete  accounting  found  $83  million  invested 
in  their  production.  How  much  of  that  output  went  to  equipping  street 
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railway  operation  is  uncertain,  but  1,261  of  the  8,123  miles  of  track  then 
in  use  were  operated  by  electric  power;  by  1902,  more  than  16  per  cent 
of  a  rapidly-growing  trackage  had  been  freed  from  the  limitations,  and 
the  dirt,  of  horses.  And,  as  electricity  thus  stood  at  the  threshold  of  its 
industrial  life,  new  developments  in  transportation  were  about  to  come 
out  of  America's  bicycle  shops,  where  the  Duryeas  had  built  the  first 
roadworthy  American  automobile  and  the  Wright  brothers  were  working 
on  the  calculations  which  would  lead  them  to  success  first  in  glider  and 
then  in  powered  flight. 

In  these  years  of  advancing  industrial  production  and  confidence,  even 
agriculture  surveyed  its  state  with  more  assurance.  In  the  phrase  of 
Aaron  Jones,  master  of  the  National  Grange,  the  farmers'  organizations 
had  taught  him  the  value  of  what  he  owned.  With  the  largest  number 
of  gainful  workers,  8.5  millions  on  4.5  million  farms,  and  accounting  for 
65.2  per  cent  of  all  exports,  agriculture  could  still  regard  itself  as  the 
foundation  of  the  economy.  The  index  of  agricultural  prices,  which  had 
dropped  to  62  in  1895  (1910-14  being  100),  recovered  to  the  1890  level 
of  71  in  1900.  Debt  burdens,  therefore,  were  easier  to  bear  than  they  had 
been  during  the  roaring  days  of  Populism,  although  the  farmer  was  still 
dependent  on  Eastern  mortgage  and  insurance  companies  for  long-term 
credit  and  on  local  banks  for  working  capital.  Such  facilities  took  on  a 
new  importance  with  the  spread  of  mechanization.  The  reaper,  which 
had  been  in  general  use  since  the  1860's,  was  supplemented  by  binding 
and  threshing  machines  and  by  the  combine  which  cut,  bound,  and 
threshed  grain  in  a  continuous  process.  Reckoning  output  per  agricultural 
worker  in  1870  as  100,  the  index  of  production  stood  at  130  in  1890  and 
149  in  1900. 

Prosperity,  in  fine,  tended  to  lessen  political  animosities.  Beginning 
with  the  turn  of  the  century  and  continuing  for  two  decades,  the  Ameri- 
can farmer  began  to  find  his  lot  more  tolerable.  Similarly,  high  employ- 
ment and  partial  recovery  of  the  wage  losses  of  the  1893-97  crisis  made 
industrial  workers  more  satisfied.  The  Republican  victory  of  1896  was 
sufficiently  decisive  to  end  the  immediate  threat  of  monetary  inflation 
through  free  coinage  of  silver  at  a  ratio  of  16  to  1.  New  processes  for 
recovering  gold  from  low-grade  ore  and  new  discoveries  of  gold  in  Alaska 
and  South  Africa  eased  the  path  of  the  sound-money  men  as  visible  gold 
supplies  increased.  After  decades  of  bitter  debate,  the  United  States 
enacted  the  gold  standard  into  law  in  1900.  The  Currency  Act  of  that 
year  provided,  in  addition,  that  the  public  debt  be  refunded  into  50-year 
2  per  cent  bonds  and  that  the  Treasury  maintain  a  gold  reserve  of 
$150  million. 

Political  attention  reoriented  itself  as  the  nation  turned  from  the  issues 
of  the  1890's  to  take  account  of  its  victory  in  the  War  with  Spain.  For  the 
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first  time  since  1812,  the  United  States  had  entered  battle  with  a  Euro- 
pean nation.  The  United  States,  for  good  or  ill,  had  become  a  world  power 
ready  to  advance  but  not  yet  prepared  to  assume  the  obligations  of 
overseas  expansion.  The  election  of  1900  accepted  the  new  departure  in 
national  policy.  The  votes  of  Democratic  senators  had  assured  ratification 
of  the  Treaty  of  Paris  of  December,  1898,  by  which  the  United  States 
took  over  the  Philippines  from  Spain.  Nevertheless,  William  Jennings 
Bryan  and  the  Democratic  party  chose  to  campaign  on  the  issue  of 
imperialism.  The  United  States,  they  argued,  should  not  retain  the  islands 
as  a  colony  but  grant  them  independence.  That  would  be  cowardly, 
imprudent,  and  impracticable,  the  Republicans  answered,  an  abdication 
of  responsibility  to  people  unable  to  defend  themselves  and  a  surrender 
of  economic  opportunities  that  promised  American  merchants  new  mar- 
kets for  goods  and  investment  in  the  Far  East. 

Although  credit  for  a  successful  war  and  the  military  glamor  of 
Theodore  Roosevelt—who  had  accepted  the  Vice-Presidential  nomination 
reluctantly— helped  Republican  orators  meet  the  challenge  offered  by 
Bryan,  it  was  prosperity  that  won  the  Republicans  votes  and  victory  in 
1900.  McKinley  remained  in  the  White  House;  factory  chimneys  black- 
ened the  skies;  large  crops  were  moving  to  domestic  and  foreign  markets 
at  good  prices;  and  most  Americans  watched  the  dawn  of  the  twentieth 
century  certain  of  its  promise. 

The  exuberant  confidence  characteristic  of  the  Roosevelt  who  was  soon 
to  be  President  struck  foreign  visitors  as  a  national  trait,  at  the  turn  of 
the  century.  Americans  might  err  in  their  self-confidence;  but  no  one 
could  mistake  their  conviction  that  they  were  a  peculiar  people  appointed 
to  demonstrate  that  plain  men  and  women  could  rule  their  own  lives. 
Europe  feared  the  future,  hence,  one  French  observer  .noted,  Europe 
respected  age  and  lingered  over  the  tombs  of  its  heroes.  In  the  United 
States,  all  life  was  arranged  for  youth.  The  British  critic,  William  Archer, 
agreed;  but  he  also  thought  that  its  moral  and  material  plasticity  gave 
the  United  States  a  marked  advantage  over  the  older  nations  of  the  West. 

NEW  PROBLEMS 

Colonies  and  Overseas  Responsibilities.  Yet  there  were  not  a  few  who 
had  serious  doubts.  America  was  growing;  it  was  becoming  rich;  it  was 
beginning  to  talk  the  language  of  a  great  power.  But  were  annexation 
and  expansion  beyond  the  continental  domain  wise?  With  P.  F.  Dunne's 
bartender,  Mr.  Dooley,  the  sage  of  Archy  Road,  the  anti-imperialists 
translated  the  rhetoric  of  the  expansionists  into  "Hands  across  the  sea  and 
into  someone's  pocket."  America  had  made  a  disturbing  decision  when 
it  chose  to  retain  possessions  occupied  by  a  foreign-speaking  people  who 
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sometimes  wondered  about  their  change  of  masters  and  who,  certainly, 
did  not  want  to  be  colonists  of  the  United  States. 

When  Dewey  attacked  from  the  sea  in  1898,  restive  Filipinos  rose  in 
the  Spaniards'  rear  and  cut  Manila  off  from  supplies.  The  party  led  by 
Emilio  Aguinaldo  assumed  that  American  policy  in  the  Philippines  would 
parallel  that  followed  in  Cuba.  As  it  became  evident  that  the  United 
States  meant  to  retain  the  islands,  and  as  freshly-arrived  American  land 
forces  compelled  successive  yieldings  of  territory  by  the  Filipinos  after 
August,  1898,  relations  grew  tense.  Pickets  exchanged  shots  on  February 
4,  1899.  Two  days  later,  the  Treaty  of  Paris  was  ratified.  Swiftly,  Ameri- 
can armies  beat  the  Filipinos  in  the  field.  They  did  not  accept  defeat, 
however.  Instead,  Aguinaldo's  followers  took  to  the  hills.  President 
McKinley  had  dispatched  a  commission  headed  by  Jacob  Gould  Schurman 
of  Cornell  to  investigate  the  condition  of  the  islands  and  to  win  articulate 
Filipinos  to  American  rule.  Even  as  the  commission  reported  the  islanders 
unready  to  govern  themselves,  Filipinos  demonstrated  their  contrary  con- 
viction in  a  fashion  which  cost  the  United  States  $170  million  and  in- 
volved the  services  of  60,000  men. 

The  military  imposition  of  its  rule  seemed  a  strange  role  for  a  demo- 
cratic nation.  Brutal  use  of  force,  as  was  charged  by  witnesses  before 
a  Senate  investigating  committee  in  1902,  seemed  more  repellent  still. 
Most  disturbing  of  all  was  the  Supreme  Court's  action  in  the  "insular 
cases,"  for  that  appeared  to  sanction  the  establishment  of  American  power 
without  a  parallel  extension  of  civil  liberties.  First,  in  De  Lima  v.  Bidwell 
(182  U.S.  1),  the  Court  held  that  the  Foraker  Act  of  1900  had  constitu- 
tionally levied  15  per  cent  of  the  usual  duties  on  goods  imported  from 
Puerto  Rico,  the  island:  and  by  inference  other  ceded  territories,  were 
neither  foreign  nor  yet  part  of  the  United  States  but  subject,  hence 
excises  and  taxes  need  not  be  uniform  as  prescribed  by  the  Constitution. 
In  a  5  to  4  decision,  in  which  four  of  the  concurring  justices  accepted 
the  majority  verdict  though  disagreeing  with  its  reasoning  and  with  the 
reasoning  of  each  other,  the  Supreme  Court  decided  that  the  people  of 
ceded  territories  had,  only  such  rights  as  the  treaty  of  cession  set  forth: 
the  Constitution  did  not  necessarily  follow  the  flag.  In  1903  in  Hawaii  v. 
Mankichi  (190  U.S.  197),  the  Court  declared  that  the  Constitution  was 
divided  into  "fundamental"  and  "formal"  provisions,  with  the  distinction 
in  its  own  judicial  discretion. 

Yet  the  pattern  of  exploitation  which  those  decisions  seemed  to  sanc- 
tion was  not  followed.  As  soon  as  internal  taxes  met  the  cost  of  Puerto 
Rico's  government,  President  McKinley  proclaimed  free  trade  between 
island  and  mainland.  Civil  rule  replaced  military  under  the  same  measure, 
education  was  encouraged,  and  local  self-government  permitted.  The 
Foraker  Act  did  not  make  Puerto  Ricans  American  citizens.  Instead,  they 
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became  citizens  of  the  island,  entitled  to  American  protection  abroad  and 
enjoying  a  measure  of  legislative  autonomy  under  an  American  Governor 
General. 

Although  Aguinaldo  ordered  an  end  to  resistance  after  his  capture  in 
1901,  guerrilla  war  in  the  Philippines  continued  into  1903,  Nevertheless, 
the  establishment  of  civil  government  was  a  prime  American  objective. 
President  McKinley  had  dispatched  a  second  commission  to  the  islands 
even  before  the  fighting  ended.  In  his  instructions  to  William  Howard 
Taft,  head  of  the  commission,  Secretary  of  State  Root  directed  that 
municipal  and  provincial  governments  be  organized,  with  qualified 
islanders  in  executive  posts.  In  1901,  while  troops  were  still  in  the  field, 
the  Spooner  Amendment  to  the  Army  Appropriations  Act  installed  civil 
rule.  Taft  was  named  governor,  a  post  he  continued  to  hold  under  the 
Philippine  Government  Act  of  1902.  This  provided  a  general  amnesty 
and  set  up  a  frame  of  law  and  administration  which  was  to  continue 
until  the  Wilson  administration.  After  a  census  and  apportionment,  the 
islanders  were  to  choose  a  legislative  assembly  to  work  with  a  governor 
appointed  by  the  President  of  the  United  States.  In  addition,  the  law 
made  permanent  provision  for  granting  rights  to  develop  mineral  and 
timber  resources  in  the  Philippines,  and  for  the  disposition  of  public 
lands.  Limitation  on  corporate  ownership  of  land  in  the  islands  had 
significant  repercussions  in  the  next  decades,  for  it  blocked  the  develop- 
ment of  an  absentee-owned  plantation  economy. 

Colonial  policy  in  the  Philippines  had  military  force  for  its  foundation. 
In  Cuba,  colonial  policy  appeared  to  have  no  direction  and  a  confusion 
of  purposes.  The  Teller  Amendment  to  Congress'  declaration  of  war 
against  Spain  in  1898  pledged  the  United  States  to  give  Cuba  indepen- 
dence when  hostilities  ended.  The  following  year,  a  law  sponsored  by 
Senator  Foraker  of  Ohio  banned  grants  of  franchises  during  American 
occupation  of  the  island.  But  these  self-denying  ordinances  were  fol- 
lowed by  the  Platt  Amendment.  A  rider  to  the  Army  Appropriations  Act 
of  1900  proposed  by  Senator  Platt  required  the  Cuban  Constitutional 
Convention  to  include  the  following  provisions  in  its  draft  of  a  funda- 
mental law.  First,  Cuba  was  to  obligate  itself  to  carry  on  the  sanitary 
measures  which  had  redeemed  Havana  from  its  agelong  repute  as  a 
pesthole;  it  was  also  to  validate  the  acts  of  the  American  military  govern- 
ment. Second,  Cuba  was  to  consent  to  make  no  agreement  with  foreign 
nations  that  might  alienate  its  territory  or  impair  its  independence;  nor 
was  it  to  incur  debts  which  its  normal  revenues  could  not  meet.  Also  it 
was  to  grant  the  United  States  the  right  to  buy  or  lease  naval  stations 
on  the  island.  Finally,  the  amendment  gave  the  United  States  the  right 
to  intervene  for  "the  maintenance  of  a  government  adequate  for  the 
protection  of  life,  property  and  individual  liberty." 
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The  Cuban  Convention  rejected  the  Platt  Amendment.  After  a  Wash- 
ington visit  by  one  of  its  committees,  that  decision  was  reversed  by  a  vote 
of  16  to  11,  with  four  delegates  absent,  and  the  Cubans  proceeded  to  put 
their  new  Constitution  into  effect.  The  opposition  candidate  for  the  presi- 
dency withdrew,  because  Tomas  Estrada  Palma  controlled  all  the  election 
officials,  and  in  consequence  many  voters  stayed  away  from  the  polls. 
Nevertheless,  the  United  States  accepted  Palma's  election.  On  May  20, 
1902,  American  troops  withdrew  from  the  island  and  Cuba  was  an  inde- 
pendent nation,  in  name  at  least.  In  fact,  the  island  was  an  American 
proctectorate. 

The  Industrial  Commission's  Inquiry.  Disquieting  as  new  developments 
in  colonial  policy  might  be,  the  economic  growth  of  the  previous  decade 
had  given  even  greater  cause  for  concern.  Whether  agriculture,  labor  or 
industry  came  into  focus,  the  picture  showed  turbulent  transition  toward 
a  world  new  and  disturbing  to  those  who  thought  in  terms  of  a  fluid 
trading  economy  supplied  by  many  independent  and  relatively  small 
producers.  Farmers  plagued  by  low  prices  and  the  high  cost  of  credit 
echoed  Mrs.  Lease  in  the  cry,  "What  Kansas  needs  is  to  raise  less  corn 
and  more  hell."  Industrial  workers  were  equally  restive  under  the 
bludgeoning  of  defeat.  At  Homestead  in  1892,  the  failure  of  a  bloody 
strike  closed  the  steel  industry  to  free  unions.  Railroad  workers  outside 
the  strongly  organized,  operating  Brotherhoods  met  as  hard  a  fate  in  the 
Pullman  strike  of  1894.  And  while  President  Cleveland  dispatched  federal 
troops  to  Chicago,  "General"  Jacob  Coxey's  "Army"  was  straggling  across 
the  continent  to  demand  relief  for  the  unemployed.  As  war,  open  or 
covert,  began  to  seem  the  normal  shape  of  relations  between  worker  and 
employer,  industrial  consolidation  grew  bewilderingly. 

In  1898,  Congress  directed  the  President  to  name  an  Industrial  Com- 
mission composed  of  five  senators,  five  representatives  and  nine  indi- 
viduals representing  the  nation's  "industries  and  employments."  The 
Commission  was  to  investigate  questions  pertaining  to  agriculture,  labor, 
manufacturing,  and  business,  and  "to  report  to  Congress  and  to  suggest 
such  legislation  as  it  may  deem  best  upon  these  subjects,"  as  well  as  to 
recommend  uniform  legislation  by  the  states.  In  1900,  after  considering 
the  Commission's  interim  statements,  Congress  extended  its  original  term 
of  activity  until  1902.  The  19-volume  record  of  the  Commission's  inquiry 
—hearings,  research  findings,  and  recommendations— cast  much  light  upon 
the  state  of  the  economy  in  1900  and  brought  into  focus  many  of  the 
issues  which  later  legislatures  had  to  meet. 

In  its  recommendations  on  agriculture,  the  Commission  did  not  touch 
on  the  farmer's  credit  needs  nor  the  special  problems  of  the  agrarian 
South.  Nonetheless,  its  report  pointed  the  way  to  the  future  in  four 
respects.  First,  the  Commission  recommended  that  Congress  extend  rural 
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free  delivery,  build  sample  stretches  of  improved  road,  and  continue  the 
tariff  on  beet  sugar,  a  promising  new  money  crop.  Second,  it  suggested 
that  the  Department  of  Agriculture  fix  standard  grades  for  grain,  certify 
dairy  products  meant  for  export,  and  ban  shipment  of  diseased  meat. 
Third,  the  Commission  called  for  the  strengthening  of  the  Interstate 
Commerce  Commission  and  the  grant  of  authority  to  protect  farmers 
and  other  shippers  from  the  abuses  against  which  they  protested.  Fourth, 
it  recommended  a  further  survey  of  arid  lands  in  the  public  domain  and 
an  estimate  of  the  water  available  for  their  irrigation.  The  federal  govern- 
ment should  begin  constructing  one  or  more  irrigation  reservoirs  and 
should  open  the  land  thus  reclaimed  to  homesteaders  on  condition  of  a 
small  annual  payment  to  meet  the  cost  of  conserving  water.  The  Com- 
mission's program  thus  recognized  that  little  easily  cultivable  land  re- 
mained in  the  public  domain.  American  farmers  could  no  longer  count 
on  free  land  for  a  fresh  start. 

Most  of  the  Industrial  Commission's  inquiry  into  the  condition  of  labor 
concerned  either  local  problems  or  the  effect  of  industrial  combinations 
on  the  workers.  Hence,  the  facts  embodied  in  the  Commission's  reports 
were  more  significant  than  its  recommendations.  The  bulk  of  those  went 
to  the  states,  but  certain  federal  legislation  was  suggested.  So,  making 
8-hours  a  day's  work  on  public  employment  would  have  a  good  example, 
the  Commission  observed,  as  would  a  labor  code  setting  hour  and  safety 
standards  for  workers  on  steamboats  and  railroads.  Further,  Congress 
might  adopt  "reasonable  legislation"  to  prevent  abuses  in  the  importation 
of  armed  guards  and  strike-breakers. 

The  Workers  and  the  Immigrants.  In  1900,  wages  were  slowly  recover- 
ing from  the  effects  of  the  depression  of  1893.  In  money  terms,  J.  R. 
Commons  found  $2.44  the  average  daily  wage  in  23  occupations;  in  1872, 
it  had  been  $2.45.  Real  hourly  earnings  for  unskilled  labor  stood  at  73 
as  against  71  in  1890  (taking  1914  as  100).  The  relative  real  earnings  of 
employed  workers  in  manufacturing  stood  at  98  in  1900;  in  1890,  the 
index  figure  had  been  101  (with  the  average  of  1890-99  as  100).  Hours  of 
labor  varied.  In  1900,  as  in  1886,  the  American  Federation  of  Labor 
carried  "8-hours  for  work,  8-hours  for  sleep  and  8  for  what  you  will" 
on  its  banners;  but  only  a  few  crafts  had  realized  the  program.  Wit- 
nesses before  the  Industrial  Commission  regarded  56  to  65  hours  as  the 
common  work  week.  Longer  hours  prevailed  in  the  service  trades,  while 
continuous-process  industries  like  steel  and  baking  often  solved  the  prob- 
lem of  changing  shifts  by  requiring  men  to  work  24  hours  at  a  stretch. 
Although  industrial  tempo  had  not  reached  mass  production  speed, 
Americans  worked  harder  than  Europeans  in  the  same  trade,  and  their 
employment  was  more  precarious,  witnesses  before  the  Commission 
agreed. 
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Working  conditions  were  as  various  as  working  time,  but  safety  and 
sanitation  did  not  appear  to  be  the  general  concerns  of  management. 
Unguarded  machinery  was  common;  and  dust,  heat,  and  humidity  ap- 
peared a  necessary  part  of  such  industries  as  textile  manufacture,  glass 
making,  and  iron  and  steel  production.  More  than  one  streetcar  strike 
had  for  its  principal  demand  enclosed  vestibules  to  shelter  the  man  who 
drove.  Since  injured  workers  had  no  recourse  but  expensive  lawsuits-- 
even when  the  common  law  "fellow  servant"  doctrine  did  not  exempt  the 
employer  from  all  responsibility— employers  seemed  to  disregard  the 
requirements  of  safety,  the  more  particularly  as  workers  were  so  readily 
obtainable  from  abroad.  Child  labor  added  further  hazards,  for  children 
were  a  mainstay  of  other  branches  of  industry  than  textile  manufactur- 
ing. Small  girls  were  particularly  useful  in  fetching  cash  in  department 
stores;  small  boys  cleaned  coal  in  breakers,  and  waited  on  glassblowers 
at  their  furnaces,  amid  heat  and  flocculent  glass  damaging  to  eyes  and 
lungs. 

While  unions  called  attention  to  bad  conditions  of  work,  their  wage 
grievances  were  uppermost  in  their  testimony— and  their  organizational 
plans.  Wage  consciousness  was  central  to  the  thinking  of  the  American 
Federation  of  Labor,  which,  by  the  1890's  had  emerged  victorious  from 
its  struggle  with  the  Knights  of  Labor.  The  Knights  had  numbered  over 
a  million  members  in  1886,  a  total  the  Federation  was  yet  unable  to 
match  in  1900.  That  large  membership  had  lacked  cohesion,  however, 
for  the  leaders  of  the  Knights  refused  to  accept  either  the  permanence 
of  the  wage  system  or  the  ideas  of  the  Socialists.  Against  employers  deter- 
mined not  to  deal  with  labor  organization,  the  Knights  opposed  but  a 
confused  leadership.  The  AFL  had  no  such  handicaps,  While  it  looked 
toward  the  organization  of  all  wage  earners,  its  member  unions  concen- 
trated on  those  who  had  craft  skills.  Organizing  the  crafts  might  create 
job  monopolies  and  win  better  hours  and  wages  from  employers.  And 
strong  unions  could  hold  their  members  through  such  gains  and  the 
building  up  of  their  own  sickness  and  death  benefits.  The  AFL,  unlike 
the  Knights,  frankly  accepted  industrial  warfare  and  was  ready  to  use 
the  strike  weapon  again  and  again  to  obtain  collective  bargaining  agree- 
ments and  higher  wages. 

Samuel  Gompers,  president  of  the  AFL,  made  an  interesting  witness 
before  the  Industrial  Commission.  He  was  doubtful  that  industrial  com- 
binations could  be  checked.  Antitrust  laws,  he  predicted,  would  be  turned 
against  unions.  The  most  dangerous  aspect  of  the  new  consolidations  was 
their  corrupting  influence  on  politics;  "but  as  the  state  has  always  been 
the  representative  of  the  wealth  possessors,"  the  workers  of  America 
must  bide  their  time  until  organization  and  education  won  them  pro- 
portionate influence.  Gompers'  ideas  of  self-help  (or  "voluntarism,"  as 
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his  doctrine  came  to  be  called)  and  his  rejection  of  independent  political 
action  would  continue  to  rule  American  labor's  policies  for  many  years 
during  the  twentieth  century. 

While  some  middle  class  witnesses  before  the  Commission  deplored 
a  growing  and  conscious  antagonism  among  social  classes  as  a  conse- 
quence of  labor  organization,  others  expressed  fears  of  ideological  con- 
tamination of  American  workingmen  by  immigrants  already  versed  in 
radical  discontent.  But  the  workers  of  the  United  States  were  more  con- 
cerned over  the  effects  of  immigration  on  their  living  standards.  Each 
year  since  1890,  more  than  350,000  immigrants  had  entered  the  United 
States.  Unprotected  by  skills,  strange  to  America's  mores  and  its  laws, 
and  unable  to  understand  English  or  each  other,  inrushing  immigrants 
meant  employer  dominance  in  industry:  a  labor  force  constantly  diluted 
by  new  arrivals  could  protest  only  by  sporadic  violence.  In  the  coal 
mining  areas  alone,  union  organizers  were  able  to  break  down  the  bar- 
riers of  ignorance  and  group  antagonism.  Elsewhere,  the  sheer  bulk  of 
immigration  was  a  constant  threat  to  union  organization  and  the  wage 
and  hour  standards  it  might  establish. 

Although  most  immigrants  had  been  agricultural  workers,  ignorance  of 
English  and  lack  of  capital— the  average  immigrant  had  less  than  $30 
in  his  possession  on  landing— held  them  to  seaboard  cities  or  the  growing 
industrial  towns.  Everywhere,  as  cities  were  unable  to  catch  up  with 
housing  needs,  immigrants  were  forced  into  slums,  where  crowding, 
disease,  and  crime  were  inevitable.  But  it  was  political  expedience  more 
often  than  human  sympathy  which  impelled  the  growing  effort  to  cut  the 
New  Immigration. 

For  by  1898,  57  per  cent  of  all  immigrants  came  from  Italy,  Russia,  and 
the  tangle  of  peoples  making  up  Austria-Hungary.  Illiteracy  was  high 
among  the  newcomers,  acquisition  of  English  and  citizenship  slow;  the 
very  thrift  and  industry  of  men  willing  to  work  hard  for  small  wages 
made  them  a  danger  to  the  American  standard  of  living.  Organized  labor 
demanded  restriction;  so  did  spokesmen  for  the  older  America—Senator 
Henry  Cabot  Lodge  was  typical— who  feared  the  corruption  of  Anglo- 
Saxon  institutions  by  Latins  and  Slavs.  Similar  slogans  had  been  used 
against  the  German  and  Irish  immigrants  thronging  into  America  during 
the  1830's  and  1840's,  but  with  a  difference:  earlier,  it  had  been  neces- 
sary to  save  the  Constitution  from  the  Pope,  now  "anarchism"  was  the 
bogey.  And  when  President  McKinley  was  assassinated  by  a  crazed  man 
with  a  Slav  name,  the  slogans  seemed  justified. 

Measures  to  restrict  immigration  were  not  entirely  new  in  1900.  Chinese 
laborers  .had  been  barred  in  1882;  workers  imported  under  contract  were 
forbidden  entry  in  1885.  In  1890,  the  federal  government  took  over  full 
control  of  immigration  from  the  states,  imposed  a  head  tax  on  each  new- 
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comer,  and  denied  admission  to  convicts,  paupers,  and  lunatics.  The  list 
was  enlarged  to  include  anarchists  and  persons  afflicted  with  certain 
loathsome  or  contagious  diseases  in  1893;  but  ineffective  enforcement 
allowed  many  of  the  banned  to  enter.  A  literacy  test  for  admission  would 
kill  two  political  birds,  Senator  Lodge  was  prepared  to  assume.  It  would 
discriminate  against  the  New  Immigrants,  whose  nations  had  inferior 
public  school  systems.  Secondly,  it  would  lessen  competition  in  the  labor 
market—thus  winning  votes  away  from  the  Democrats  and  for  the  Repub- 
licans in  the  industrial  states.  Both  Houses  of  Congress  actually  passed 
a  literacy  test  act  in  1897,  but  President  Cleveland  rejected  it  in  a  curious 
veto  which  declared  that  dangerous  opinions  throve  on  literacy;  a  man 
might  make  a  useful  American  citizen  even  if  his  society  had  not 
educated  him  in  his  own  tongue. 

The  Industrial  Commission  recommended  only  the  codification  and 
improved  enforcement  of  existing  laws.  It  counselled  raising  the  head  tax 
from  one  dollar  to  three,  extending  to  five  years  the  period  during  which 
an  immigrant  might  be  deported,  and  making  steamship  companies  bear 
the  cost  of  returning  deportees.  Here  the  matter  rested  until  the  agitation 
for  immigration  control  was  renewed—this  time  successfully— in  the 
1920's. 

Industrial  Combinations.  While  farmers  might  chafe  at  low  prices  and 
high  credit  costs  and  working  men  at  legal  barriers  to  the  development 
and  effectiveness  of  their  unions,  discontent  in  the  1890's  had  been  based 
on  another  essential  factor.  Fundamentally,  this  restiveness  was  a  result 
of  the  strains  and  tensions  of  a  developing  urban  economy;  and  it  found 
expression  in  the  general  fear  of  industrial  combination.  Demands  for 
control  were  universal;  and  in  1890  Congress  bowed  before  the  public 
clamor  and  passed  the  Sherman  Antitrust  Law.  This  declared  illegal  all 
contracts  and  combinations  in  restraint  of  interstate  commerce.  Neither 
the  Harrison  nor  the  second  Cleveland  administration  brought  important 
prosecutions  under  the  act;  a  policy  apparently  justified  by  the  Supreme 
Court's  decision  in  the  Knight  case  in  1895  ( U.S.  v.  £.  C.  Knight  Com- 
pany,  156  U.S.  1).  Purchasing  a  group  of  Philadelphia  refineries  which 
would  give  the  American  Sugar  Refining  Company  the  bulk  of  the 
nation's  capacity  in  this  industry,  did  not  violate  the  Sherman  Act,  the 
Court  declared;  for  corporate  acquisition  of  property  through  stock 
ownership  was  legal,  and  manufacturing  operations  did  not  constitute 
the  interstate  commerce  protected  by  the  law.  In  1897  and  1898,  however, 
the  Court  ruled  that  the  Sherman  Act  applied  to  railroads.  In  1899,  in 
U.  S.  v.  Addy stone  Pipe  Company  (175  U.S.  211),  the  Court  held  that 
a  pooling  agreement  among  the  nation's  manufacturers  of  cast-iron  pipe 
for  the  division  of  the  market  did  constitute  restraint  of  interstate  com- 
merce under  the  Sherman  Act. 
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The  McKinley  administration  did  not  use  the  decision  as  a  basis  for 
further  legal  action  to  protect  competition.  Industrial  consolidation 
continued  to  grow.  Of  48  important  combinations  set  up  before  World 
War  I,  one-third  were  organized  in  the  years  1890-1900.  The  "trusts"  of 
this  period  covered  every  variety  of  industry  and  roused  public  antag- 
onism the  more  since  they  included  control  of  such  necessities  as  sugar 
(and  its  chief  substitute  glucose),  crackers,  woolens,  tobacco,  and  whisky. 
The  facts  were  disturbing;  inadequate  information  about  them  was  more 
disturbing  still  With  the  appointment  of  the  Industrial  Commission, 
Congress  set  about  informing  itself. 

The  Commission  inquired  into  the  laws  of  the  states  and  foreign  na- 
tions; it  secured  reports  on  industrial  combinations  abroad;  it  questioned 
62  witnesses  concerned  in  the  production  of  many  commodities— sugar, 
glucose,  whisky,  petroleum,  steel,  even  table  silver  and  shears.  Out  of  the 
Commission's  examination  emerged  a  view  of  a  new  form  of  industrial 
growth,  encouraged  as  much  by  promoters'  hopes  of  profit  from  security- 
dealing  as  by  the  economies  of  large-scale  production  or  the  anticipation 
of  monopoly  prices.  Overcapitalization  was  fostered  by  this  fact.  Thus, 
the  plants  which  were  combined  into  the  American  Tin  Plate  Company 
were  valued  at  $4.5  to  $8  million.  Judge  W.  H.  Moore,  the  promoter  of 
the  merger,  bought  them  for  $18  million  in  preferred  stock  and  issued 
another  $28  million  in  common— and  gave  all  of  the  common  to  his  syndi- 
cate. The  chief  chemist  of  a  predecessor  of  the  Glucose  Sugar  Refining 
Company  testified  that  a  plant  he  designed  and  had  built  for  $25,000  was 
taken  into  the  combine  at  a  valuation  of  $500,000.  Though  the  factories 
consolidated  into  the  American  Sugar  Refining  Company  had  been  ap- 
praised at  $35  million,  the  new  company  was  capitalized  at  $75  million 
when  it  was  organized  in  1891.  Asked  how  he  regarded  the  ethics  of 
paying  dividends  on  so  overcapitalized  a  structure,  E.  O.  Havemeyer 
answered:  "I  do  not  care  two  cents  for  your  ethics.  I  do  not  know  enough 
of  them  to  apply  them."  Equally  forthright  was  Moore,  when  he  declared: 
"Everybody  knows  what  they  are  getting  when  they  get  common  stock; 
they  know  they  are  not  getting  anything  that  represents  assets." 

In  spite  of  clamor  and  investigation,  consolidations  proceeded.  Before 
the  Commission  presented  its  final  report  in  1902,  American  Can,  East- 
man Kodak,  International  Harvester,  International  Nickel,  and  United 
States  Steel  had  been  added  to  the  roll.  In  fact,  this  period  of  combina- 
tion did  not  spend  itself  until  1903.  The  reasons  why  the  new  integrations 
emerged  at  this  time  are  worth  noting:  (1)  The  outstanding  mergers  of 
the  previous  decade— Standard  Oil,  American  Sugar,  American  Tobacco 
—had  survived  the  depression  of  1893-97.  (2)  Lawyers  were  able  to 
assure  the  growing  investment  banking  firms  that  the  antitrust  laws  con- 
stituted no  real  barrier  to  consolidation.  (3)  The  prosperity  of  America 
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tempted  investors  and  speculators  to  buy  the  new  security  issues;  in  fact 
during  the  three  years  1899-1902,  the  American  public  absorbed  the 
securities  of  79  large  combinations  with  capitalizations  in  excess  of  $4 
billion. 

According  to  John  Moody,  writing  in  1904,  there  were  in  the  United 
States  318  industrial  integrations  with  a  combined  capitalization  of  $7.246 
million.  Ten  of  these  giants  each  had  capitalizations  of  $100  million  or 
over.  Of  the  318  companies  listed  by  Moody,  82  had  been  organized 
before  January,  1898;  234  between  January,  1898,  and  January,  1904. 
Moody  alarmed  Americans  most  when  he  pointed  out  that  integrations 
led  to  concentration  of  control:  a  cry  that  was  to  be  taken  up  later  by 
Progressives  and  whose  fullest  documentation  was  developed  by  the  Pujo 
Committee  of  1912, 

Two  financial  empires  were  emerging,  said  Moody:  that  of  the  House 
of  Morgan  and  that  of  the  House  of  Rockefeller.  In  the  Morgan  empire 
were  to  be  found  these  great  corporations:  United  States  Steel,  Crucible 
Steel,  Cambria  Steel,  International  Mercantile  Marine,  Allis-Chalmers, 
United  Shoe  Machinery,  International  Harvester.  And  in  the  Rockefeller 
empire  were  Standard  Oil,  Colorado  Fuel  and  Iron,  Lackawanna  Steel, 
Republic  Iron  and  Steel,  Tennessee  Coal  and  Iron,  Amalgamated  Cop- 
per, American  Smelting  and  Refinery,  National  Lead,  American  Tele- 
phone and  Telegraph,  Western  Union,  Consolidated  Gas,  Consolidated 
Tobacco.  By  communities  of  interest,  interlocking  directorates,  and  domi- 
nation of  finance  committees,  the  investment  bankers  controlled  the 
destinies  of  the  great  mining,  manufacturing,  and  transportation  corpora- 
tions of  America. 

This  second  era  of  consolidations  was  over  by  the  end  of  1903,  as  has 
been  said.  The  job,  in  the  outstanding  heavy  industries,  was  largely  done. 
But  there  were  other  reasons  that  gave  the  promoters  pause:  the  fear  of 
federal  prosecutions;  the  appearance  of  the  federal  Bureau  of  Corpora- 
tions; the  growing  awareness  that  overcapitalization  was  one  of  the  great 
prices  America  was  being  called  upon  to  pay  for  the  alleged  economies 
consolidation  was  going  to  produce.  The  recession  of  19034  in  large  part 
was  due  to  decline  in  confidence  and  security  values  dropped  47  per  cent 
from  the  values  of  1900-1.  In  fact,  it  was  not  until  America's  entry  into 
World  War  I  that  many  of  the  securities  of  the  new  companies  reached 
par.  Yet  the  consequences  of  this  period  of  consolidation  were  immense. 
(1)  For  a  decade,  the  United  States  had  to  struggle  with  monopoly 
prices,  restricted  production,  obsolescent  plant— all  the  usual  results  of 
such  practices.  (2)  Great  companies  could  turn  a  cold  shoulder~and  did 
—to  demands  for  recognition  on  the  part  of  trade  unions:  and  bitter 
industrial  strife  was  another  effect  of  consolidation.  (3)  For  the  first  time 
since  industrialization  had  begun  in  America,  real  wages  failed  to  rise: 
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and  Americans  themselves  were  incapable  of  expanding  their  demand  for 
the  goods  turned  out  by  American  industry.  (4)  Great  corporate  profits 
poured  into  foreign  investment:  in  1900,  America's  overseas  investments 
stood  at  $500  million;  by  1914  these  had  been  increased  to  $5.5  billion.  In 
the  light  of  these  it  is  not  hard  to  understand  why  there  was  so  much 
unrest,  violence,  and  revolutionary  agitation  in  America  in  the  years 
before  1914. 

Steel.  The  greatest  consolidation  of  all,  and  indeed  the  one  which 
epitomized  the  age  fully  was  the  United  States  Steel  Corporation. 

As  the  century  opened,  two-thirds  of  the  country's, pig  iron  was  being 
made  in  the  Pittsburgh  area.  (The  other  producing  regions  were  Illinois, 
Chattanooga-Birmingham,  and  Colorado.)  And  Andrew  Carnegie  was 
the  uncrowned  king  of  Pittsburgh.  This  Scottish  immigrant  had  gone  into 
the  iron  business  in  1864  and  had  become  a  millionaire  before  the  era  of 
steel.  A  visit  to  Europe  in  the  early  70's  opened  his  eyes  to  the  possibilities 
of  steel,  and  he  returned  to  Pittsburgh  to  enter  upon  its  manufacture. 
Carnegie  saw  that  the  needs  of  the  railroads  were  boundless:  he  effected 
an  understanding,  therefore,  with  Thomson  and  Scott  of  the  Pennsyl- 
vania Railroad  system  and  began  turning  out  rails  in  great  quantities.  In 
1879,  Carnegie  organized  his  first  large  company  at  a  capitalization  of 
$5  million,  having  started  a  decade  earlier  with  a  capitalization  of 
$700,000.  In  1882,  he  made  certain  of  the  permanency  of  his  coke  supply 
by  buying  out  and  taking  into  his  business  H.  C.  Frick,  who  in  the  70's 
had  gained  control  of  most  of  the  coke  ovens  of  Connellsville. 

Carnegie  and  Frick  made  an  extraordinary  team.  The  former  was  the 
imaginative  master  of  industry,  the  friend  of  Gladstone  and  Morley,  the 
prophet  of  democracy,  who  was  soon  to  become  the  philanthropist, 
builder  of  libraries,  and  creator  of  hero  funds.  Controlling  his  company 
through  majority-stock  ownership,  he  could  use  his  profits  for  plant  ex- 
pansion and  in  a  ruthless  (and  often  unfair)  warfare  against  his  competi- 
tors. He  made  his  subordinates  junior  partners,  thus  holding  their  loyalty; 
he  pushed  steel  prices  down,  thus  expanding  the  market  for  steel  prod- 
ucts; and  he  took  advantage  of  rebates,  pools,  and  tariffs.  But  he  built  the 
steel  industry— and  in  the  process  industrialized  America.  Frick  was  the 
hard-headed  man  of  affairs  who  filled  Pittsburgh  with  tens  of  thousands 
of  imported  laborers  from  many  an  obscure  hamlet  of  eastern  and  south- 
ern Europe,  who  fought  trade  unionism,  and  who  hired  Pinkertons  to 
break  the  terrible  Homestead  strike  of  1892.  Between  them  they  created 
a  great  vertical  combine  of  coal  fields,  coke  ovens,  limestone  deposits,  iron 
mines,  ore  ships,  and  railroads.  In  1892,  when  the  Carnegie  Steel  Com- 
pany, Limited,  was  formed,  at  a  capitalization  of  $25  million,  the  Carnegie 
group  of  Pittsburgh  magnates  controlled  all  the  needed  sources  of  supply; 
and  it  was  soon  making  one-fourth  of  all  the  unfinished  or  crude  Bessemer 
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steel  being  turned  out  in  the  country.  These  men  had  the  touch  of  Midas. 
In  the  twenty-five  years,  1875  to  1900,  the  Carnegie  Company  made  profits 
aggregating  $133  million;  in  1900  alone  the  profits  of  the  company  were 
$40  million.  (A  large  part  of  these,  of  course,  were  plowed  back  into  new 
plant. )  At  the  turn  of  the  century  it  became  a  New  Jersey  corporation 
with  a  capitalization  of  $160  million. 

Other  great  groups  followed  in  Carnegie's  footsteps.  The  Illinois  Steel 
Company,  formed  at  Chicago  in  1889,  was  originally  capitalized  at  $25 
million;  two  years  later  its  capitalization  was  doubled.  It  possessed  plants 
in  Chicago,  Milwaukee,  and  Joliet;  it  had  thousands  of  acres  of  coal  lands 
in  Pennsylvania  and  West  Virginia;  it  owned  iron  lands  in  Wisconsin, 
forests  in  Michigan,  and  stone  quarries  in  Indiana.  The  Colorado  Fuel 
and  Iron  Company  (a  Rockefeller  organization)  began  operating  in  1880; 
twelve  years  later  it  was  capitalized  at  $13  million.  Its  possessions  were 
imperial,  the  catalogue  including  69,000  acres  of  proved  coal  lands,  15 
developed  mines,  800  coke  ovens,  2  blast  furnaces,  as  well  as  steel  works, 
rolling  mills,  iron  mines,  and  foundries.  In  the  South  there  was  the  gigan- 
tic Tennessee  Coal,  Iron,  and  Railway  Company,  organized  in  1881.  Ten 
years  later  this  corporation  was  the  largest  single  possessor  of  coal  and 
ore  lands  and  iron  plants  in  the  country,  with  400,000  acres  of  coal  and 
iron  and  seventeen  large  furnaces, 

These  organizations  made  the  pig  iron  and  the  unfinished  or  crude 
steel,  that  is  to  say,  the  ingots,  bars,  plates,  and  rails.  In  the  90?s  there 
emerged  the  great  companies  making  finished  steel  products,  such  as 
nails,  barbed  wire,  tin  plate,  tubing,  sheet  metal,  hoops.  Morgan  and  J.  W. 
H.  Moore  of  Chicago  were  their  guiding  geniuses.  Heretofore,  the  financ- 
ing of  the  steel  industry  had  been  a  local  enterprise  or  largely  a  personal 
one  (as  in  the  case  of  the  Carnegie  Company  and  Rockefeller  holdings). 
But  when  Morgan  and  Moore,  in  1898,  appeared  on  the  scene,  steel  was 
translated  from  the  plane  of  industry  to  the  more  rarefied  one  of  finance 
capitalism.  The  National  Tube  Company  and  the  American  Bridge  Com- 
pany were  promoted  by  the  House  of  Morgan;  the  Moore  companies  were 
the  American  Tin  Plate  Company,  the  American  Steel  Hoop  Company, 
and  the  American  Sheet  Metal  Company.  In  1898,  too,  Morgan  had 
financed  an  organization  making  unfinished  steel,  the  Federal  Steel  Com- 
pany, built  up  largely  about  the  Illinois  Steel  Company,  mentioned  above. 
This  corporation  was  capitalized  at  $200  million  and  was  headed  by 
Elbert  H.  Gary,  an  Illinois  attorney.  The  very  next  year,  Moore  had  also 
promoted  the  organization  of  the  National  Steel  Company,  also  a  manu- 
facturer of  unfinished  steel. 

Thus,  as  the  century  began  there  were  four  outstanding  personalities 
in  the  iron  and  steel  industry:  the  leading  one  was  Carnegie,  who  made 
steel  and  had  been  America's  first  builder  of  a  vertical  integration;  the 
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second  was  Rockefeller,  who  with  his  untold  surpluses  had  acquired 
separate  units  of  strategic  importance,  iron  mines,  coal  lands,  railways, 
and  ore  ships;  the  third  and  fourth  were  Morgan  and  Moore,  financiers, 
promoters,  capitalists,  who  had  welded  together  great  companies  not 
chiefly  because  economies  would  necessarily  arise  from  large-scale  pro- 
duction, though  this  was  urged  in  their  defense,  but  because  new  and 
larger  capitalizations  offered  quick  returns  from  stock  sales.  To  Morgan 
and  Moore,  John  W.  Gates,  D.  G.  Reid,  W.  B.  Leeds,  and  other  lesser 
steelmasters  looked  for  their  inspiration. 

Carnegie  was  preparing  to  give  up  active  control  of  his  properties  and 
had  already  listened  to  offers  for  them  when  he  learned  that  the  com- 
panies making  finished  steel  were  quietly  laying  their  plans  to  go  into 
heavy  steel  manufacturing.  Gates,  of  American  Steel  and  Wire  for  ex- 
ample, to  free  himself  from  the  domination  of  Carnegie,  was  buying  up 
coal  and  iron  lands  and  dickering  for  ore  ships.  Carnegie  moved  quickly. 
He  publicly  opened  negotiations  with  George  Gould  for  the  construction 
of  a  new  Pittsburgh-to-Atlantic-seaboard  railway;  he  announced  his 
acquisition  of  additional  ore  ships  through  the  purchase  of  the  Pittsburgh 
Steamboat  and  Steamship  Company;  he  bought  a  large  tract  at  Conneaut, 
a  lake  port  at  the  eastern  end  of  Lake  Erie;  and  he  at  once  began  erecting 
a  plant  for  the  manufacture  of  finished  steel.  Carnegie  was  going  to  make 
himself  independent  of  the  Rockefeller  and  Morgan  groups  entirely,  not 
only  by  controlling  his  raw  materials,  but  by  freeing  himself  from  any 
possible  dependence  on  Morgan  railroads  and  Rockefeller  ships.  Into  the 
bargain,  he  would  enter  the  peculiar  domain  of  Gates,  Reid,  Leeds,  and 
the  rest. 

Whether  Carnegie  meant  all  he  threatened  is  hard  to  say,  but  the 
celerity  with  which  the  old  man  made  his  plans  threw  the  finished-steel 
men  into  a  panic.  Their  overcapitalized  companies  were  in  danger  and 
their  easily  made  fortunes  in  jeopardy  in  the  face  of  such  competition. 
Peace  in  steel  was  now  the  new  watchword,  and  a  new  and  larger  or- 
ganization with  the  Carnegie  Company  and  all  the  others  combined  in  it 
offered  the  only  solution.  Why  not  buy  out  Carnegie  and  form  a  real 
monopoly  in  steel,  uniting  raw  materials,  transportation,  steel  works,  and 
finished-steel  plants?  In  January,  1901,  Carnegie  had  thrown  down  the 
gage;  by  April  of  the  same  year,  Morgan  had  launched  the  United  States 
Steel'  Corporation.  Carnegie  was  bought  out  at  his  own  price,  getting 
close  to  $250  million  for  his  personal  holdings,  Rockefeller  was  bought  out 
at  his  price  (which  was  close  to  $90  million),  for  his  fleet  of  one  hundred 
ore  ships  and  his  great  ore  deposits  were  vital  to  success.  The  Federal 
Steel  Company  (of  which  Elbert  H.  Gary  was  president),  the  American 
Steel  and  Wire  Company  (of  which  John  W.  Gates  was  the  head),  the 
American  Tin  Plate  Company  (headed  by  D.  G.  Reid  and  W.  B.  Leeds), 
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the  National  Steel  Company  (the  Moore  organization),  and  six  others 
pooled  their  resources  to  form  the  first  billion-dollar  corporation  in  the 
country.  At  the  end  of  its  first  year,  in  April,  1902,  the  United  States  Steel 
Corporation  published  the  following  as  its  capitalization: 

Gold  bonds  (largely  held  by  Carnegie)  $366,097,697 

Preferred  stock  *  510,281,100 

Common  stock  (par  value,  $100  per  share)  508,302,500 

$1,384,681,297 

What  had  the  United  States  Steel  Corporation  been  worth  in  1901? 
Wall  Street  opinion,  in  that  year,  based  on  the  common  stock  at  50  and 
the  preferred  at  par,  placed  the  corporation's  value  at  $764  million;  the 
Industrial  Commission's  figure  was  $559  million;  the  Bureau  of  Corpora- 
tions (perhaps  the  most  reliable  authority)  later  estimated  that  the  total 
value  of  tangible  property  was  $676  million.  It  was  generally  agreed, 
however,  that  the  estimated  replacement  value  of  the  plants  and  prop- 
erties ( a  large  number  of  which  were  run  down  and  in  time  were  aban- 
doned) was  in  the  neighborhood  of  $500  million,  In  other  words,  there 
was  close  to  50  per  cent  of  water  in  the  company's  stock,  not  to  speak  of 
the  indebtedness  of  $366  million  in  first  mortgage  bonds.  This  burden  the 
country's  steel  users,  which  meant  the  whole  American  nation,  had  to 
carry  for  a  long  time  in  excessive  prices,  inefficient  production,  and  un- 
satisfactory industrial  relations. 

What  was  the  Industrial  Commission  prepared  to  recommend  in  the 
face  of  all  this?  To  regulate  great  aggregations  of  capital  controlling  the 
basic  needs  of  an  industrial  economy,  the  Commission  professed  reliance 
on  publicity,  the  federal  taxing  power,  and  co-operative  action  by  the 
states.  The  new  giants  must  be  made  to  work  in  the  open.  Accordingly, 
promoters  should  be  required  to  make  full  disclosure  of  the  nature  of 
their  enterprises.  Corporation  management  should  give  stockholders 
audited  financial  reports  and  access  to  corporate  records.  Excise  taxes  on 
all  state  corporations  doing  an  interstate  business  might  serve  as  an  in- 
strument for  federal  control.  A  federal  Bureau  of  Corporations,  with 
which  such  companies  should  register,  was  to  collect  reports,  examine 
accounts,  and  publish  the  results  of  its  investigations.  If  experience 
showed  such  measures  inadequate,  Congress  should  make  punitive  use 
of  its  taxing  power  to  compel  corporations  in  interstate  commerce  to  ac- 
cept federal  incorporation. 

Meanwhile,  the  states  should  follow  Massachusetts',  not  New  Jersey's 
example,  and  require  full  disclosure  by  promoters  and  responsibility  by 
directors  and  trustees.  For  corporations  were  persons  under  the  Four- 
teenth Amendment,  and  a  lax  New  Jersey  charter  offered  as  good  title  to 
do  business  or  sell  stock  anywhere  in  the  United  States  as  did  a  charter 
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granted  under  the  law  of  a  state  watchful  for  the  interests  of  investors. 
To  protect  the  market  against  the  growth  of  monopoly,  the  Commission 
urged  enforcement  of  the  Sherman  Law.  It  asked  for  measures  to  end 
unfair  business  practices.  It  proposed  the  creation  of  a  Department  of  . 
Commerce  and  Industry.  In  a  series  of  measures  ranging  from  the  estab- 
lishment of  the  Bureau  of  Corporations  in  1903  through  the  Securities 
and  Exchange  Act  of  1934,  the  recommendations  of  the  Industrial  Com- 
mission came  to  be  enacted  either  in  letter  or  in  spirit. 

SOCIAL  MISGIVINGS 

Awareness  of  moral  issues  stemming  from  rapid  industrialization  in- 
fluenced members  of  all  faiths  during  the  last  decades  of  the  nineteenth 
century.  In  leaving  the  bonds  of  conventional  Judaism  in  1876,  Felix  Adler 
had  been  moved  by  a  concept  of  religious  duty  very  like  that  which  ani- 
mated Christian  proponents  of  what  came  to  be  known  as  the  "social 
gospel."  In  1891,  Pope  Leo  XIII  promulgated  the  encyclical  Rerum  No- 
varum,  which  stated  the  Roman  Catholic  position  on  problems  of  socio- 
economic  relations.  Catholic  clergymen  in  the  United  States  had  often 
been  called  upon  to  use  their  influence  in  labor  disputes  involving  their 
coreligionists,  but  the  encyclical  turned  an  increasing  amount  of  their 
attention  toward  measures  to  meet  special  problems,  more  particularly 
those  of  unequal  income  distribution  and  the  insecurities  of  workers. 
Notable  among  Catholic  effort  in  this  direction  was  the  work  of  Father 
John  A.  Ryan,  whose  writings  did  much  to  advance  the  movement  for 
minimum  wage  standards. 

A  similar  social  concern  had  reached  Protestant  theological  seminaries 
as  early  as  the  188(Ts.  By  the  turn  of  the  century,  a  significant  number  of 
evangelical  Protestants  felt  themselves  bound  to  demonstrate  that  Chris- 
tian ethics  could  be  made  effective  in  social  action.  With  the  same  voice 
which  proclaimed  the  United  States  duty-bound  to  spread  its  commerce 
and  its  civilization  throughout  the  world,  the  Reverend'  Josiah  Strong 
declared  that  society  as  well  as  the  individual  could  be  reformed.  Religion 
had  been  a  power  for  good,  clergymen  like  Walter  Rauschenbusch 
argued,  yet  modern  churches  seemed  impotent.  Only  if  organized  religion 
shifted  its  focus  of  interest  from  belief  to  the  conduct  of  men  in  their 
economic  relationships,  could  Protestantism  become  a  beneficial  force 
once  more.  Some  ministers,  like  W.  P.  D.  Bliss,  followed  the  example  of 
Englishmen  like  Charles  Kingsley  and  Frederic  Maurice;  others  were  won 
by  the  Utopian  vision  of  Edward  Bellamy.  Members  of  both  groups,  and 
the  laymen  who  followed  their  preaching,  often  formed  societies  under 
the  Christian  Socialist  label  to  work  for  a  co-operative  commonwealth  in 
the  future  and  remedial  legislative  measures  in  the  present. 
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Other  ministers,  affected  by  similar  intellectual  and  emotional  currents, 
sought  only  to  waken  in  the  society  about  them  a  greater  regard  for  the 
practical,  immediate  meaning  of  the  Fatherhood  of  God  and  the  Brother- 
hood of  Man.  They  insisted  that  no  man  did  his  Christian  duty  if  he 
profited  from  sweated  labor  or  slum  rents  or  minded  his  soul's  salva- 
tion without  regard  for  the  welfare  of  his  fellowmen.  Clergymen  of  that 
conviction— chief  among  whom  were  George  Herron  and  Washington 
Gladden— preached  a  social  gospel.  Advocates  of  such  views  were  influ- 
ential in  furthering  interdenominational  unity  when  they  helped  establish 
the  Federal  Council  of  Churches  of  Christ  in  America  in  1908.  Preachers 
of  the  social  gospel  also  took  an  active  part  in  the  settlement  house  move- 
ment of  1892-1905,  which  attempted  to  bring  the  people  of  slum  areas 
not  relief  merely  but  humane  understanding  and  personal  relationships. 
Increasingly,  during  the  first  decades  of  the  twentieth  century,  feelings 
of  moral  disquiet  roused  by  the  existence  of  preventable  poverty  and  its 
consequences  would  seek  ease  in  the  philanthropies  of  individuals  and  in 
a  new  orientation  of  the  institutionalized  effort  of  religious  organizations. 

New  forms  of  literary  expression  lent  force  to  misgivings  at  the  turn  of 
the  century.  In  vivid  prose  and  extraordinary  photographs,  Jacob  Riis 
told  how  the  other  half  lived,  picturing  the  squalor  of  tenements  and  the 
"lower  depths"  of  cellar  lodging-houses  and  stale  beer  saloons.  Henry 
Demarest  Lloyd  marshalled  his  facts  to  recount  the  story  of  America's 
greatest  corporation,  Standard  Oil,  which  controlled  the  country's  fourth 
largest  industry  and  regarded  competition  as  wasteful.  Wealth  again&t 
Commonwealth  (published  as  an  Atlantic  Monthly  serial  in  1881)  set  a 
new  style  in  journalism,  relating  tested  fact  in  a  manner  that  wakened 
readers  to  indignation  and  even  readiness  to  act. 

It  was  William  Dean  Howells  who  had  helped  Lloyd  to  get  this  work 
published.  In  the  1890's,  the  dean  of  American  letters  turned  from  his 
second  period  of  realism  to  the  Utopian  novel  and  used  that  as  a  vehicle 
of  social  criticism.  Although  Howells  may  have  been  influenced  by  the 
success  of  Edward  Bellamys  Looking  Backward,  his  Traveller  from 
Altruria  embodies  a  very  different  outlook;  for  while  Bellamy  rejoiced 
in  gadgets  and  almost  anticipated  radio  and  television,  Howells'  world  of 
the  future  had  discarded  cities  and  most  machines  for  an  exquisitely  sim- 
ple mode  of  living.  Too  delicate  an  irony  played  about  the  Howells  story 
to  win  it  a  large  audience;  yet  the  fact  that  Howells  made  Altruria  prac- 
tice what  America  preached  of  human  dignity  and  equality  showed  how 
deeply  the  depression  of  the  90's  had  bitten. 

The  Utopian  novelists  criticized  by  conscious  indirection;  the  realists, 
for  their  part,  worked  through  description  often  motivated  by  nothing 
more  than  a  desire  to  set  down  the  facts.  Of  the  early  realists,  Hamlin 
Garland  had  social  preoccupations  to  be  sure.  Behind  his  ungilded  novels 
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of  pioneer  life  lay  faith  in  the  single-tax  doctrine  of  Henry  George. 
Stephen  Crane  reported  life  as  his  mind's  eye  caught  it;  a  slum  girl's 
dreary  fall  from  chastity  in  Maggie,  the  mean  cowardice  of  good  people 
in  The  Monster,  stricken  violence  in  The  Blue  Hotel  The  realism  of  the 
journalists  found  readers.  Realism  in  the  fiction  of  young  writers  like 
Crane  met  a  less  receptive  audience.  Magazine  editors  like  Richard  Wat- 
son Gilder  of  the  Century  objected  to  even  approximations  of  forthright 
language;  the  American  public,  he  was  ready  to  assume,  preferred  pleas- 
anter  scenes.  But  the  way  was  being  broken:  whether  readers  enjoyed 
it  or  not,  writers  were  holding  up  art's  mirror  to  their  world. 

THE  FACE  OF  AMERICA  AT  THE  TURN  OF  THE  CENTURY 

A  new  world  was  ready  to  break  through  to  the  surface  in  1900.  Farms 
were  no  longer  self-sufficient.  The  farmer  was  dependent  on  the  cities 
and  trade  for  far  more  than  salt,  dry  goods,  and  merchant  iron.  He  raised 
a  money  crop  for  market,  and  cut  and  threshed  his  grain  with  a  horse- 
drawn  combine,  hauling  his  harvest  to  the  grain  elevator.  But  the  old 
isolation— so  bitterly  pictured  in  E.  M.  Howe's  Story  of  a  Country  Townr- 
was  starting  to  yield,  as  telephones  and  mail-order  catalogues  began  to 
penetrate  into  the  countryside.  With  increasing  prosperity—already  evi- 
dent by  1900— farmers  were  ready  to  think  of  electricity,  surfaced  roads, 
and  automobiles.  Everywhere,  observers  noted  improvements  in  farm 
living. 

American  cities  were  cluttered,  crowded,  and  noisy— for  they  were 
growing,  and  could  not  catch  up  with  the  needs  of  the  people  pouring 
into  them  to  live  and  work.  In  the  same  way  Elizabethan  and  again 
Restoration  London  had  been  a  difficult  place  to  live  in.  In  the  new 
American  metropolises,  there  were  the  trolley  cars  and  elevated  railroads 
to  add  to  the  noise;  but  cause  and  effect  were  hopelessly  intertwined,  for 
rapid  transit  encouraged  growth,  and  growth  brought  new  problems. 
Housing  was  the  most  serious;  and  it  was  inevitable  that  slums  should 
appear  when  housing  for  new  arrivals  continued  for  a  long  time  to  remain 
inadequate.  But  there  was  movement,  too:  as  soon  as  transportation 
opened  up  new  areas,  communities  mushroomed  out  into  them— and  the 
penniless  immigrant  of  a  few  years  before,  once  settled  in  a  job  and 
adjusted  to  the  ways  of  the  strange  new  life,  was  the  first  one  to  seek  the 
greater  space  and  better  conveniences  of  the  new  dwellings.  The  eye- 
witness's report  or  the  new  photographs  of  the  American  cities  caught 
life  in  suspension,  showing  sunshine  and  shadow,  heedless  wealth  along- 
side grinding  poverty.  But  such  pictures  ignored  equally  significant 
phases  of  urban  life,  its  ceaseless  change  as  yesterday's  newcomers  fol- 
lowed today's  in  seeking,  and  often  achieving,  the  upward  climb. 


Art  Young.  By  permission  oj  Dr.  Robert  L.  Leslie 

"Ghee,  Annie,  look  at  de  stars— thick  as  bed  bugs!" 
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The  well-to-do  were  living  gaudily.  Carriages  and  horses  were  still  a 
favored  mode  for  the  display  of  wealth,  although  automobiles  were  be- 
ginning to  appear  in  1900.  Ladies  showed  themselves  and  their  gowns  in 
open  carriages;  young  bloods  revived  coaching  as  a  sport  and  sounded 
their  horns  along  New  York's  Fifth  Avenue.  The  bicycle  was  popular  and 
cycling  clubs  took  many  out  of  the  cities  for  Sunday  jaunts.  The  bicycle 
was  available  to  all;  the  new  trolley  cars  transported  the  workers  and 
often  were  used  for  holiday-making.  For  many  horse-car  lines  had  picnic 
grounds  near  a  terminus;  and  picnics  meant  a  day  in  the  country,  dancing 
and  beer  drinking. 

Other  forms  of  diversion  were  available.  Baseball  was  already  the 
national  sport;  boxing,  often  illegal,  had  its  great  following;  horse  racing, 
when  lawful,  flourished.  Theatrical  touring  companies  covered  the  land. 
In  fact,  the  theater,  everywhere  in  America,  was  immensely  popular. 
Most  cities  had  their  cheap  "ten-twenty-thirty"  playhouses  where  reper- 
tory companies  offered  melodramas;  and,  in  addition  to  theaters  serving  a 
variety  of  English-speaking  publics  the  metropolises  had  foreign-speaking 
troupes  frequently  of  high  quality.  And  if  a  man  had  no  more  than  a 
nickel,  he  could  get  a  drink,  food,  and  diversion  in  a  saloon.  While  advo- 
cates of  Prohibition  denounced  the  "poor  man's  club,"  and  reformers 
pointed  out  the  ease  with  which  saloons  became  centers  for  the  cruder 
forms  of  political  corruption,  Walter  WycofiE  told  the  Industrial  Commis- 
sion how  the  saloon's  "free  lunch"  was  often  an  unemployed  workman's 
cheapest  sustenance. 

American  children  clung  to  their  traditional  games,  while  their  elders 
ventured  on  relatively  novel  pastimes  like  golf  and  tennis.  Along  with  the 
bicycle,  these  helped  bring  ladies  out  of  their  seats  on  summer  porches. 
For  a  New  Woman  was  abroad  in  the  land.  Europeans  had  long  remarked 
the  peculiar  combination  of  freedom  and  deference  which  women  en- 
joyed in  the  United  States.  Henry  James  and  William  Dean  Howells 
observed  that  they  constituted  the  only  American  leisure  class,  a  fact 
which  colored  both  "Society"  and  literary  culture.  Since  1865,  with  the 
opening  of  Vassar  College,  women  had  had  access  to  higher  education; 
by  the  turn  of  the  century,  and  excluding  purely  religious  establishments, 
35  higher  schools  for  women  called  themselves  colleges  and  at  least  half 
were  worthy  of  the  title.  A  college  degree  had  not  yet  become  an  accepted 
part  of  a  girl's  education,  however;  women  of  prosperous  background, 
like  Alice  Duer  Miller,  were  considered  "odd"  to  seek  college  training. 

As  urban  living  spread,  so  did  the  necessity  for  women  to  earn  at  least 
part  of  their  living  outside  the  home  (the  level  of  women's  wages  tended 
to  keep  them  a  supplementary  part  of  family  earnings  rather  than  a 
means  for  full  maintenance).  In  1870,  14.7  per  cent  of  the  gainfully  em- 
ployed were  women;  by  1890,  the  figure  stood  at  19  per  cent,  and  at  20.6 
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per  cent  in  1900.  The  invention  of  the  typewriter  had  opened  a  new  field 
of  occupation  for  middle-class  women,  just  as  the  expanding  scale  of 
business  activity  required  more  clerical  workers.  Although  women  only 
filled  a  fourth  of  that  category  until  1900,  200,000  stenographers  in  that 
year  foretold  the  feminine  complexion  office  work  was  to  attain. 

As  the  typewriter  and  the  telephone  began  to  afford  women  new  jobs, 
leisured  ladies  grew  increasingly  restless,  The  business  of  the  American 
man  was  business,  consequently  "Society's"  life  suffered  from  insufficient 
male  participation.  Apparently,  the  American  man  would  give  "his  ladies" 
anything  but  his  company.  Energies  which  lacked  genuine  outlet  often 
turned  their  possessors  toward  awareness  of  social  responsibility,  for 
"good  works"  were  a  traditional  duty  of  the  lady.  Though  a  man  organized 
the  National  Consumers'  League,  its  support  and  appeal  were  to  women, 
for  it  sought  to  mobilize  their  purchasing  power  to  promote  humane  con- 
ditions of  work. 

In  less  prosperous  strata  of  society,  the  battle  against  the  Demon  Rum 
brought  women  out  of  kitchen  and  parlor.  The  "praying  bands"  of  1874 
began  the  drive,  as  women  knelt  before  saloons  to  shame  men  into  absti- 
nence. Out  of  that  movement  came  the  Women's  Christian  Temperance 
Union  and  the  leadership  of  Frances  Willard.  A  woman  of  enormous 
charm  and  even  greater  energy,  she  made  public  activity  entirely  proper 
to  women  who  ordinarily  agreed  that  their  sphere  was  the  home.  But  the 
home  must  be  protected  from  liquor,  even  if  women  had  to  obtain  the 
ballot  to  do  it.  How  propulsive  a  force  in  the  suffrage  movement  was  the 
struggle  for  Prohibition  is  made  clear  in  Mary  Austin's  autobiography 
which  reports  that  the  need  to  protect  children  against  the  waste  repre- 
sented by  their  fathers'  drinking  thrust  women  into  battle  for  the  vote. 
Four  western  states,  Wyoming,  Idaho,  Colorado,  and  Mormon  Utah,  had 
made  women  voters  by  1900.  Other  areas  allowed  the  suffrage  in  local 
affairs.  The  campaign  gathered  force  thereafter,  with  the  desire  for  Pro- 
hibition and  for  protective  legislation  infusing  crusaders*  energy  and  the 
experience  of  club  life  supplying  practice.  In  Grange  auxiliaries,  at  Popu- 
list conventions,  in  Chautauqua  courses,  women  made  themselves  ac- 
quainted with  economic  and  political  issues.  In  their  clubs,  they  mastered 
the  rudiments  of  political  activity.  By  the  turn  of  the  century,  the  New 
Woman  was  setting  out  on  the  road  which  was  to  bring  her  nearer  equal 
membership  in  the  adult  human  race. 

INTELLECTUAL  REPERCUSSIONS 

America's  growing  complexity  had  strong  impacts  upon  its  intellectual 
life,  as  well  as  on  the  ideas  and  issues  of  politics.  Since  the  New  England 
Primer,  certainly  since  Jefferson  and  the  early  labor  parties  of  the  1830's, 
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education— and  notably  the  public  school—had  been  an  important  social 
concern  in  the  United  States.  About  15  million  children— 69.3  per  cent  of 
the  school-age  population—were  enrolled  in  elementary  schools  in  1900. 
In  the  great  northern  centers  of  immigration,  the  public  schools  were  a 
prime  agent  of  assimilation;  for  they  made  no  language  concessions  to  the 
foreign-speaking  (as  parochial  schools  sometimes  did),  and  the  lower 
middle-class  young  women  who  staffed  them  molded  the  young  new- 
comers to  their  own  mores  with  implacable  diligence.  Public  education 
in  the  South  had  neither  the  tradition  nor  the  tax  resources  of  the  North, 
and  was  further  burdened  by  the  cost  of  maintaining  separate  schools 
for  Negroes.  In  1901,  witnesses  before  the  Industrial  Commission  ap- 
pealed for  federal  aid  proportioned  to  the  illiteracy  rate.  Meanwhile, 
efforts  to  improve  elementary  school  facilities  by  consolidating  "little 
red  schoolhouses"  into  less  picturesque  but  more  efficient  establishments 
were  spreading  out  of  New  England  and  Ohio  into  the  rest  of  the 
country. 

In  secondary  education,  public  high  schools  gained  upon  the  old- 
fashioned  academy;  high-school  enrollment  doubled  between  1890  and 
1899.  The  increased  number  of  women  in  colleges  and  normal  schools  and 
the  continued  growth  of  universities,  both  state  and  privately-endowed, 
evidenced  a  continued  interest  in  advanced  education.  Graduate  training 
on  the  European  model  had  begun  at  Johns  Hopkins  in  1876;  by  1900, 
such  higher  learning  had  ceased  to  be  a  rarity.  Within  a  few  years,  more- 
over, Andrew  Carnegie,  John  D.  Rockefeller,  and  Leland  Stanford  had 
made  higher  education  the  richer  by  $100  million;  and  the  university  was 
firmly  established  as  a  center  of  scholarship  and  research. 

The  country's  educational  system  received  critical  examination.  Voca- 
tional education  was  given  insufficient  attention,  a  complaint  supported 
by  the  fact  that  half  the  pupils  in  public  high  schools  studied  Latin, 
though  no  more  than  a  handful  went  to  college,  while  no  courses  in  book- 
keeping were  offered.  Philosophers  like  John  Dewey  went  beyond  the 
mere  content  of  school  curriculum.  Since  industrialization  had  taken  pro- 
duction and  the  training  it  offered  out  of  the  home,  Dewey  asserted  that 
the  school  must  assume  the  task  of  giving  children  direct  contact  with 
materials  and  real  education  in  responsibility.  Instead  of  stressing  mental 
discipline  and  mere  preparation  for  life,  the  school  should  offer  pupils 
experience  in  living. 

Economic  and  social  theory  had  finally  established  themselves  as  studies 
independent  of  philosophy.  Like  other  fields,  the  social  disciplines  were 
yeasty  with  controversy.  Dominant  in  college  classrooms  was  a  deft  recon- 
ciliation of  the  marginal  utility  economics  of  the  English  theorist,  Alfred 
Marshall,  with  the  doctrines  of  protectionism.  In  the  teeth  of  Republican 
trustees  at  Yale,  William  Graham  Sumner  denounced  protective  tariffs  as 
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an  instance  of  the  evil  results  of  government  meddling  in  economic  life. 
That  government  should  refrain  from  such  intervention— tariffs  excepted 
—was  a  contention  upheld  by  most  business  leaders,  judges,  and  social 
theorists. 

^Against  that  orthodoxy,  thrust  rising  winds  of  protest.  Henry  George 
turned  the  philosophy  of  natural  rights  and  the  theory  of  economic  rent 
into  a  justification  for  the  community's  taking  possession  of  the  increase 
in  land  values  which  its  growth  created.  In  college  classrooms,  men  more 
conventionally  trained  wondered  whether  the  formulations  of  Adam  Smith 
and  his  school  held  all  economic  truth.  At  Wisconsin,  Richard  T.  Ely 
made  social  harmony  the  measure  by  which  economic  institutions  should 
be  assessed.  Simon  N.  Patten,  at  Pennsylvania,  declared  that  modern 
urban  industrial  society  required  a  rebirth  of  religion  in  social  terms  to 
make  possible  social  planning  and  an  end  to  poverty.  H.  C.  Adams,  who 
served  as  chief  statistician  for  the  Interstate  Commerce  Commission,  lay 
emphasis  on  the  need  for  government  to  control  the  conditions  of  com- 
petition, a  policy  to  become  a  keynote  in  future  legislation.  At  Columbia, 
John  Bates  Clark,  who  made  the  chief  American  contribution  to  theoreti- 
cal economics  in  this  period,  tended  to  agree.  Although  state  interference 
in  economic  life  was  not  desirable,  government  must  act  to  control 
monopoly. 

From  Europe,  meanwhile,  came  the  writings  of  such  Marxists  as  Eduard 
Bernstein  and  Karl  Kautsky.  In  flanking  attack  on  Marxism  and  academic 
conventionalism  alike,  Lester  F.  Ward  and  Thorstein  Veblen  stirred  fresh 
thought  among  readers  and  students.  Ward  belonged  to  the  vanishing  race 
of  nonacademic  scholars,  and  he  brought  to  his  analysis  of  the  social  disci- 
plines an  uncommon  acquaintance  with  biological  science.  Co-operation 
and  the  direction  of  social  development.  Ward  insisted,  were  as  natural 
and  as  consistent  with  evolution  as  was  submission  to  the  result  of  ruth- 
less, unchecked  competition. 

Unlike  Ward,  Thorstein  Veblen  disclaimed  concern  with  improving 
social  conditions.  Indeed,  he  dismissed  such  projects  with  the  contemptu- 
ous label  of  "pragmatic  romance."  Veblen  sought  to  understand  the 
complex  relationship  between  technological  development  and  social  in- 
stitutions. Unlike  most  economists  of  his  day,  he  drew  upon  anthropology, 
sociology,  and  psychology  to  deepen  his  understanding  of  economic 
behavior.  One  of  his  principal  quarrels  with  his  contemporaries  in  eco- 
nomics was  their  insistence  on  regarding  man  as  a  being  effectively  ruled 
by  reason  instead  of  the  creature  he  actually  was,  a  social  being  governed 
by  emotion,  custom,  and  other  nonrational  factors.  When  Veblen  pub- 
lished his  Theory  of  the  Leisure  Class  in  1899,  he  annoyed  conventional 
economists  and  literary  critics  alike.  The  economists  thought  his  ranging 
among  the  social  disciplines  was  unscientific;  the  critics  found  fault  with 
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his  often  clumsy  prose;  and  both  were  irritated  by  his  putting  into  words 
things  which  the  discreet  observed  but  left  unsaid. 

As  Veblen  shocked  economists  by  declaring  that  the  objective  of  busi- 
nessmen was  to  make  money,  so  Oliver  Wendell  Holmes-historian  of  the 
common  law  and  soon  to  be  raised  from  the  Massachusetts  bench  to  the 
Supreme  Court— disturbed  legalists  by  declaring  that  the  object  of  the 
lawyer  was  to  predict  what  the  courts  would  decide  in  a  particular  case. 
For  law  lay  neither  in  logic  nor  in  the  statutes  but  in  the  minds  of  the 
interpreting  judges.  As  a  teacher,  Roscoe  Pound  at  Harvard  set  forth 
similar  ideas.  Thus,  a  maturing  generation  of  lawyers  was  being  exposed 
to  the  view  that  law  was  a  historical  growth,  the  product  of  minds  in 
action  on  specific  problems. 

In  philosophy  as  in  economic  theory,  most  university  teachers  combined 
elements  from  varied  schools  of  thought  to  formulate  a  doctrine  generally 
called  "academic  eclecticism/'  At  Harvard,  Californian  Josiah  Royce  pro- 
pounded a  unique  and  interesting  absolute  idealism.  Directly  contrary  to 
Royce,  who  sought  an  Absolute  Truth,  was  the  teaching  of  Harvard's 
other  philosophic  light,  William  James,  who  held  all  absolutes  in  abhor- 
rence, jjames  brought  philosophy  to  the  attention  of  the  common  man  by 
insisting  that  the  worth  and  significance  of  ideas  must  be  judged  by  their 
consequences  in  action.  James  traced  an  essential  element  in  his  prag- 
matism to  the  work  of  Charles  Saunders  Peirce,  an  unconventional  philo- 
sophic and  mathematical  thinker  of  an  earlier  generation.  Peirce  had 
suggested  that  ideas  might  be  made  clear  by  considering  their  conse- 
quences if  put  into  practice.  James  applied  to  truth  the  criterion  Peirce 
had  devised  for  clarity. 

But  James  was  a  seminal  mind  rather  than  a  builder  of  philosophic 
systems.  John  Dewey  accepted  James'  insights  as  points  of  departure  and 
with  his  more  systematic  work  philosophic  thinking  in  America  ceased 
to  be  a  patchwork  of  borrowings  from  abroad  and  took  on  an  aspect  of 
its  own.  Particularly  important  was  the  notion  that  knowledge  was  to  be 
judged  with  regard  to  the  consequences  of  the  operations  to  which  it  gave 
rise.  In  effort  to  bring  Christian  dogma  and  philosophic  reason  into  har- 
mony, American  philosophers  had  long  focused  their  attention  on  the 
ends  which  ideas  were  to  serve.  The  thinking  of  James  and  Dewey  lay 
even  greater  stress  on  purpose  and  so  brought  philosophy  further  into  the 
workaday  world.  Philosophy  was  to  be  taught  not  as  an  exercise  in  the 
consistent  arrangement  of  words  and  ideas,  but  as  a  natural  activity  meant 
to  promote  the  good  life. 

What  has  been  termed  the  James-Dewey  revolution  in  American  phi- 
losophy centered  in  the  notion  that  man  and  his  thinking  were  part  of 
nature.  Hence,  no  field  of  study  could  separate  itself  from  the  method  of 
science.  For  so  much  of  science  as  was  involved  in  technological  develop- 
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merit,  Americans  had  enthusiasm  and  to  spare.  Inventiveness  had  so  long 
been  considered  an  American  characteristic  that  "Yankee  ingenuity" 
became  a  byword,  No  industrial  people  was  readier  to  accept  innovation. 
Since  the  middle  1870's,  American  inventors  had  made  notable  contribu- 
tions—the telephone,  the  incandescent  bulb,  the  practical  transformer  for 
producing  alternating  current  are  a  few  examples— and  had  shown  great 
skill  in  adapting  the  inventions  and  discoveries  of  others. 

Nor  was  American  inventiveness  limited  to  the  manipulation  of  inani- 
mate objects.  Advances  in  public  health— often  requiring  the  united  ac- 
tion of  engineering  skill,  medical  knowledge,  and  public  education-were 
particularly  evident.  In  August  and  September,  1900,  for  example,  experi- 
ments by  members  of  the  Army  Medical  Corps  showed  that  a  certain  type 
of  mosquito  was  the  carrier  of  the  yellow  fever  microbe.  Thereafter, 
Major  William  C.  Gorgas  demonstrated  that  the  mosquito  could  be  elimi- 
nated and  tropical  Havana  be  made  as  healthful  as  any  city  in  the  tem- 
perate zone.  In  the  Philippines,  vigorous  sanitary  policy  brought  a  swift 
end  to  cholera  and  lessened  other  diseases.  In  the  Panama  Canal  Zone, 
to  anticipate  a  little,  Gorgas  proved  that  application  of  his  Havana  meth- 
ods could  end  the  fevers  which  had  been  the  major  handicap  in  the 
building  of  the  Panama  Canal. 

At  home,  in  the  South  another  noteworthy  achievement  in  public  health 
stemmed  from  the  publicity  given  the  hookworm  research  of  Dr.  Charles 
W.  Stiles  in  1902.  Anemia  produced  by  hookworm  infestation  was  re- 
sponsible for  lassitude  and  inefficiency  among  large  numbers  of  South- 
erners, Dr.  Stiles  declared.  Relatively  cheap  and  simple  dosing  could 
eliminate  the  parasites,  moreover,  and  increase  the  productivity  of  the 
people  so  treated  to  a  degree  which  would  permit  a  standard  of  living 
that  included  shoes  and  sanitation  to  prevent  reinfestation.  After  a  dis- 
couraging period  of  ridicule,  Dr.  Stiles  finally  won  influential  publicists 
like  Walter  Hines  Page  to  his  view;  and  Page  won  the  support  of  wealthy 
philanthropists.  As  a  result,  by  1927,  hookworm  disease  was  under  con- 
trol in  the  United  States.  And  in  cities,  the  guarding  of  milk  and  water 
supplies  and  inoculation  of  preschool  age  children  were  to  transform 
mortality  tables.  Deaths  in  the  under-five  age  group  dropped  sharply;  and 
the  nineteenth  century's  doleful  sentimentalizing  of  dead  children  be- 
came an  obsolete  and  repulsive  convention. 

As  applied  science  counted  its  successes  new  disciplines  asserted  their 
right  to  rank  among  theoretical  sciences.  Notable  among  these  newer 
fields  was  psychology,  which  moved  into  the  laboratory  as  the  methods  of 
Wundt  crossed  the  sea  with  the  young  Americans  who  had  studied  with 
him  in  Germany.  Before  William  James  gave  over  psychology  as  his  prime 
field  of  interest,  he  had  done  much  to  bring  it  into  the  orbit  of  the  natural 
sciences.  At  Clark  University,  G.  Stanley  Hall  made  a  notable  contribu- 
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tion  toward  the  application  of  the  new  psychological  methods  to  the  study 
of  human  development  and  human  relations. 

Graduate  students  continued  to  seek  training  in  European  centers,  par- 
ticularly the  universities  of  Germany  and  the  clinics  of  Vienna,  but  facili- 
ties for  scientific  education  were  developing  in  the  United  States.  The 
colleges  of  the  pre-Civil  War  period  grew  into  universities  in  a  period  of 
expanding  scientific  interest,  hence,  as  Harvard,  Yale,  Columbia,  Chicago, 
Princeton  and  the  rest  took  their  place  beside  Johns  Hopkins  as  centers 
of  postgraduate  study,  their  scientific  faculties  increased.  Alongside  uni- 
versities and  technical  schools,  certain  agencies  of  the  federal  government 
-the  Bureau  of  Standards,  the  Bureau  of  Animal  Husbandry,  the  Bureau 
of  Ethnology,  the  Smithsonian  Institution-gave  opportunity  for  scientific 
studies.  Scientific  work  by  industry  was  only  beginning  at  the  turn  of  the 
century;  but  the  very  fact  that  practical  applications  of  electricity  were 
about  to  become  important  pointed  the  way  to  a  future  in  which  scientists 
employed  by  a  great  industrial  firm  would  win  Nobel  awards  in  pure 
science. 

In  theoretical  thinking  Americans  still  lagged  nonetheless.  Evolution 
was  the  outstanding  scientific  concept  of  the  mid-nineteenth  century. 
Americans  did  little  more  than  accept  it,  although  the  geneticist  Thomas 
Hunt  Morgan  at  Columbia  was  soon  to  make  a  major  contribution  toward 
knowledge  of  the  mechanisms  of  heredity.  Within  a  few  years  of  1900, 
new  ideas  in  physics  and  mathematics  were  to  make  the  universe  of 
Newton  obsolete.  That  revolution  took  place  almost  without  American 
help.  In  fact,  Willard  Gibbs,  the  outstanding  American  physicist  of  the 
nineteenth  century,  was  appreciated  by  Europeans  rather  than  by  his  own 
countrymen.  Americans  had  already  done  much  to  make  life  different  in 
the  twentieth  century;  their  contributions  toward  the  mastery  of  that  new 
life  through  understanding  were  less  evident. 
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THEODORE  ROOSEVELT 

SINCE  GRANT,  American  Presidents  had  been  relatively  colorless 
persons.  Theodore  Roosevelt  was  the  answer  to  a  newspaperman's 
prayer:  whatever  he  did  made  copy,  and  there  could  be  no  doubt  about 
the  variety  of  his  interests  and  activities.  He  turned  pungent  phrases  with 
a  professional  hand;  his  knowledge  of  the  public  mind  was  superb;  he  was 
able  to  touch  and  move  American  emotions  with  an  unerring  skill.  Not 
since  Andrew  Jackson  had  a  President  made  himself  so  felt  as  "ours"  by 
the  people.  When  sport  was  becoming  popular,  Roosevelt  was  the  ama- 
teur sportsman,  par  excellence.  When  great  wealth  was  in  ill-repute,  he 
was  the  first  politician  to  lecture  it  sternly.  When  political  reform  had 
assumed  the  form  of  a  great  crusade,  lo!  Theodore  Roosevelt  was  in  the 
van  of  the  procession,  proudly  carrying  aloft  the  standard  that  men  like 
LaFollette,  Bryan,  and  Brandeis  had  been  bearing  patiently  for  years. 
(But  with  a  difference,  for  Roosevelt  sensed  that  Big  Business  had  come 
to  stay.  What  was  needed  was  not  its  fragmentation  but  its  control  through 
the  central  government.  To  this  extent  Franklin  D.  Roosevelt's  New  Deal 
was  built  on  the  New  Nationalism  of  Theodore  Roosevelt  and  not  the 
New  Freedom  of  Woodrow  Wilson.)  He  coined  fighting  and  derogatory 
phrases:  "malefactors  of  great  wealth,"  "undesirable  citizen,"  "the  square 
deal,"  "speak  softly  and  carry  a  big  stick/'  "malevolent  mummification/' 
Yet  Roosevelt  belonged  to  the  tipper  class.  His  family  had  an  assured 
financial  and  social  position  in  New  York.  Free  from  the  need  to  seek 
material  advancement  and  apparently  bored  by  the  chances  for  battle 
which  business  offered,  Roosevelt  turned  to  politics  as  an  outlet  for  his 
energies.  After  taking  his  degree  at  Harvard,  he  plunged  into  the  party 
rough-and-tumble  of  New  York  with  the  same  determination  which  had 
transformed  a  rather  puny  boy  into  an  aggressively  athletic  youth.  Within 
eighteen  months  of  graduation,  Roosevelt  was  an  assemblyman,  attracting 
attention  by  a  gentleman's  manners  in  a  tobacco-chewing  legislature  and 
by  his  support  of  measures  to  check  the  abuses  of  tenement  sweatshops, 
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From  Albany,  Roosevelt  went  to  Dakota,  where  he  bought  a  ranch  and 
plunged  into  the  life  of  the  western  range  with  the  same  enthusiasm  he 
had  shown  for  political  struggle.  He  returned  to  that  in  1886,  when  the 
Republicans  chose  him  to  carry  the  party  flag  in  a  mayoralty  contest 
which  had  taken  on  national  importance:  for  organized  labor  was  sponsor- 
ing an  independent  candidate,  Henry  George,  then  at  the  height  of  his 
renown.  In  the  race  against  George  and  victorious  Democrat  Abram  S. 
Hewitt,  Roosevelt  ran  so  bad  a  third  that  the  New  York  World  declared 
the  political  scene  would  know  him  no  more. 

Like  other  hopeful  opponents,  the  World  was  wrong.  President  Harrison 
named  Roosevelt  to  the  Civil  Service  Commission  in  1889  and  for  six 
years  he  lent  flamboyance  to  that  sober  cause.  Service  on  the  New  York 
police  board  from  1895  to  1897  gave  Roosevelt's  gift  for  publicity  a  more 
congenial  outlet— and  brought  him  into  immediate  contact  with  political 
and  economic  reality  at  its  most  unsavory.  In  1897,  Roosevelt  became 
Assistant  Secretary  of  the  Navy.  Secretary  Long  found  Roosevelt's  energy 
more  fatiguing  than  his  own  administrative  duties  in  a  department  which 
was  busily  increasing  its  forces  as  war  clouds  blew  up.  Roosevelt  did  not 
share  President  McKinley's  desire  to  avoid  war  with  Spain.  Only  a  man 
with  the  "backbone  of  a  chocolate  eclair"  would  refuse  an  opportunity  to 
show  that  the  United  States  had  earned  the  right  to  a  place  among  major 
powers,  While  Secretary  Long  fretted  through  an  illness  which  kept  him 
away  from  his  desk,  Roosevelt  ordered  George  Dewey,  commodore  of 
the  Asiatic  squadron,  to  sail  for  Hongkong,  keep  a  full  supply  of  coal,  and 
prepare  for  offensive  operations  against  the  Spanish  fleet  and  the  Philip- 
pines if  the  United  States  should  declare  war  against  Spain. 

As  a  result  of  Roosevelt's  assumption  of  authority,  the  United  States 
scored  the  war's  first  major  victory  at  Manila  on  April  30,  1898.  Roosevelt 
could  scarcely  content  himself  with  mere  strategic  contribution  to  winning 
the  war.  He  left  his  Washington  desk,  therefore,  and  helped  recruit  the 
First  Volunteer  Cavalry  in  the  ranch  country.  The  "Rough  Riders"  served 
with  General  Joseph  Wheeler's  (dismounted)  Cavalry  Division  in  the 
hard  fighting  at  San  Juan  Hill  in  Cuba.  In  contrast  to  the  general  fumbling 
of  the  military  in  the  Spanish-American  War,  the  Rough  Riders  and  their 
lieutenant-colonel  (Leonard  Wood  was  the  regiment's  commander)  dis- 
played a  competence  in  valor  particularly  gratifying  to  war  correspondents 
and  their  readers.  Finley  Peter  Dunne's  popular  "Mr.  Dooley"  had  reserva- 
tions, to  be  sure:  he  remarked  that  Colonel  Roosevelt's  forthcoming  ac- 
count of  the  campaign  would  probably  be  called  "Alone  in  Cubia" 

When  the  Rough  Riders  returned,  the  New  York  Republican  bosses 
acquiesced  in  the  colonel's  nomination  for  governor.  He  would  win  votes, 
they  were  prepared  to  assume,  but  he  might  be  difficult  to  manage:  long 
political  memories  did  not  overlook  Roosevelt's  fight  against  Elaine  before 
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the  convention  of  1884— or  Roosevelt's  acceptance  of  the  party  decision 
afterward.  Roosevelt  won  the  election  of  1898.  As  governor,  he  annoyed 
Boss  Platt  by  removing  the  state  superintendent  of  insurance  and  by 
fighting  for  franchise  taxes  on  corporations.  McKinley's  Vice-President 
had  died  in  office.  Hence  the  second  place  on  the  ticket  was  a  matter  for 
contest  at  the  Republican  convention  of  1900.  Boss  Platt  wanted  to  kick 
the  troublesomely  popular  Roosevelt  upstairs.  Western  Republicans  saw' 
him  as  an  ideal  campaigner  against  Bryan,  who  was  still  formidable  on 
the  stump.  Nor  were  other  Republican  politicians  averse  to  showing 
Marcus  A.  Hanna  that  he  did  not  reign  alone.  Somewhat  reluctantly, 
Roosevelt  accepted  the  honor  and  planned  to  make  the  Vice-Presidency 
tolerable  by  living  quietly  and  studying  law. 

In  September,  1901,  President  McKinley  attended  the  Pan-American 
Exposition  at  Buffalo;  on  the  sixth,  he  delivered  an  address  which  urged 
tariff  reciprocity  as  a  means  of  promoting  friendship  with  Latin-America. 
During  the  reception  which  followed,  Leon  Czolgosz,  described  as  a 
crazed  anarchist,  shot  the  President.  McKinley  died  eight  days  later. 

ROOSEVELT'S  FIRST  ADMINISTRATION 

Less  than  43  when  he  swore  to  protect,  preserve,  and  defend  the  Con- 
stitution, Roosevelt  was  the  youngest  man  to  hold  the  office  of  President 
of  the  United  States.  Much  of  his  policy  during  his  first  administration 
appeared 'calculated  to  win  forgiveness  for  youth  and  his  reputation  of 
favoring  reform  flamboyantly.  Roosevelt  assured  his  party  that  he  meant 
to  carry  on  in  the  McKinley  tradition.  He  retained  the  late  President's 
cabinet,  in  proof  of  this,  and  he  worked  with  the  established  Republican 
leadership  as  exemplified  by  Speaker  Cannon  and  Senators  Aldrich  and 
Hanna. 

While  Roosevelt  thus  showed  himself  safe  to  party  counsellors,  he 
continued  to  strengthen  his  base  in  popular  favor  by  vigorous  verbal 
attack  on  current  problems,  notably  those  arising  out  of  industrial  con- 
solidation. Few  Presidents  were  more  given  to  lecturing  legislators  and 
the  public  in  long  messages  to  Congress.  In  December,  1901,  a  presiden- 
tial message  set  forth  the  kernel  of  the  Roosevelt  trust  policy:  large-scale 
enterprise  was  a  characteristic  of  the  times,  but  it  must  be  made  to  serve 
the  public  good.  Particularly,  those  who  controlled  such  enterprises  must 
obey  the  law.  In  speeches  during  the  Congressional  recess,  Roosevelt 
declared  his  essential  agreement  with  the  recommendations  of  the  Indus- 
trial Commission:  the  great  corporations  must  function  in  the  open  and 
the  investor  must  be  protected.  To  that  end,  Roosevelt  supported  inclusion 
of  a  Bureau  of  Corporations  in  the  new  Department  of  Commerce  and 
Labor.  Soon  after  its  establishment  in  February,  1903,  the  Bureau  began 
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work  on  its  task  of  turning  the  salutary  light  of  publicity  on  important 
consolidations.  Bureau  reports  on  such  companies  as  United  States  Steel, 
American  Tobacco,  and  Standard  Oil  served  Department  of  Justice  prose- 
cutions and  gave  the  public  knowledge  of  the  growth  and  operations  of 
consolidations  in  industry. 

Roosevelt  had  proclaimed  his  purpose  of  enforcing  the  Sherman  Act. 
In  evidence— and  without  previous  consultation  with  the  financial  inter- 
ests affected,  a  procedure  regarded  as  unseemly  in  that  period  of  business 
domination-the  President  ordered  the  prosecution  of  the  Northern  Securi- 
ties Company.  This  combination  resulted  from  a  fight  for  control  of  the 
Northern  Pacific  Railroad,  E.  H.  Harriman,  supported  by  the  financial 
power  of  Kuhn,  Loeb  and  Company,  challenged  the  Hill-Morgan  control 
of  the  road.  The  struggle  sent  Northern  Pacific  stock  soaring  and  tempted 
speculators  to  profit  from  selling  what  they  did  not  own,  until  the  "short 
interest"  found  itself  obliged  to  deliver  more  shares  than  were  actually 
outstanding.  When  the  smoke  cleared,  one  faction  controlled  Northern 
Pacific  common  stock,  the  other  Northern  Pacific  preferred.  To  avoid  a 
stalemate  in  management  and  to  eliminate  competition,  the  contending 
parties  joined  forces.  New  Jersey  law  sanctioned  holding  companies.  Ac- 
cordingly, James  J.  Hill,  with  Morgan  backing,  organized  the  Northern 
Securities  Company  to  combine  control  of  his  Great  Northern  Railroad 
with  the  Northern  Pacific  and  the  Chicago,  Burlington,  and  Quincy.  The 
states  which  these  roads  served  did  not  appreciate  the  stroke  which  had 
concluded  a  great  Wall  Street  battle.  In  fact,  in  1901,  Governor  Van  Sant 
of  Minnesota  brought  suit  to  block  the  Northern  Securities  Company.  The 
federal  government  moved  more  effectively  in  1902.  Two  years  later,  a 
5  to  4  decision  of  the  Supreme  Court  ( Northern  Securities  Co.  v.  United 
States  [193  U.S.  197] )  ordered  the  company  dissolved.  The  decision  had 
more  significance  for  morale  than  influence  on  economic  development.  It 
proved  that  the  Sherman  Act  could  be  enforced,  increased  popular  con- 
fidence in  President  Roosevelt's  pronouncements,  and  encouraged  the 
Department  of  Justice  to  proceed  against  other  combinations.  But  con- 
solidation continued. 

In  the  Northern  Securities  case,  Roosevelt  showed  himself  ready  to 
enforce  a  law  which  had  been  all  but  ignored.  During  the  anthracite  coal 
strike  of  1902,  Roosevelt  demonstrated  his  readiness  to  bring  federal 
power  to  bear  on  an  economic  emergency  in  a  totally  new  fashion.  By 
1890,  organized  soft-coal  miners  emerged  from  years  of  divided  allegiance 
to  form  the  United  Mine  Workers,  which  affiliated  with  the  American 
Federation  of  Labor.  In  1897,  a  sudden  strike  established  the  union  in  the 
central  competitive  field  of  the  bituminous  industry.  Three  years  later, 
the  UMW  turned  east  to  .the  anthracite  region  of  Pennsylvania.  Labor 
organization  had  been  beaten  down  there;  conditions  had  long  been 
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wretched:  miners  had  had  no  rise  in  pay  since  1880.  When  the  UMW 
called  a  strike  in  the  hard-coal  area,  100,000  answered.  Since  1900  was  an 
election  year,  Hanna  intervened  with  the  operators  to  end  the  walkout  by 
granting  their  miners  a  10  per  cent  rise  in  wage  rates. 

By  1902,  the  UMW  was  a  fairly  well-disciplined  organization  whose 
president,  John  Mitchell,  acted  on  the  conviction  that  the  miners  could 
win  if  they  had  public  support.  Public  sympathy  was  readily  evoked  by 
the  facts  of  life  in  the  hard-coal  mines:  child  labor  at  its  grimiest,  work 
in  general  at  its  most  dangerous,  unemployment  rife,  wages  low,  workers 
forced  to  live  in  company-owned  houses  and  to  trade  at  company  stores. 
Furthermore,  coal  operators  and  the  coal-carrying  railroads  in  combina- 
tion constituted  one  of  the  most  obnoxious  trusts  controlling  a  necessity 
of  life.  When  the  UMW  called  a  strike  in  the  anthracite  region  in  May, 
1902,  public  support  went  to  the  miners.  The  strikers  maintained  a 
measure  of  order.  In  presenting  the  union  demands  for  an  8-hour  work- 
day, union  recognition,  and  a  20  per  cent  wage  increase,  Mitchell's  man- 
ner contrasted  pleasantly  with  that  of  the  operators.  They  had  refused 
to  deal  with  the  union  and  never  troubled  to  disavow  George  F.  Baer's 
statement  that  the  laboring  man's  interests  would  be  cared  for  "by  the 
Christian  men  to  whom  God  in  his  infinite  wisdom  has  given  control  of 
the  property  interests  of  the  country  and  upon  the  proper  management 
of  which  so  much  depends."  For  five  months,  while  autumn  drew  on  and 
the  price  of  hard  coal  soared,  150,000  miners,  representing  all  the  tongues 
and  peoples  of  the  "unorganizable"  New  Immigration,  stayed  out  on 
strike.  Then,  on  October  3,  President  Roosevelt  intervened.  He  called 
leaders  of  both  sides  to  the  White  House  and  urged  agreement  before 
genuinely  cold  weather  brought  further  suffering  to  the  East— where  hard 
coal  was  still  the  chief  domestic  fuel.  Mitchell  was  ready  to  accept  arbi- 
tration. Representatives  of  the  operators  ,told  the  President  that,  if  he 
wished  to  prevent  suffering,  he  should  prosecute  the  UMW  under  the 
Sherman  Act  and  send  the  army  into  Pennsylvania  to  protect  strike- 
breakers. 

Roosevelt  announced  that  he  would  appoint  a  commission  to  investi- 
gate—and he  let  it  be  known  that  he  had  questioned  the  Attorney  General 
on  the  propriety  of  sending  federal  troops  into  the  coal  fields  to  seize 
the  mines  and  work  them.  Meanwhile,  Secretary  of  War  Root  advised 
J.  P.  Morgan  that  he  would  do  well  to  bring  pressure  on  the  coal  opera- 
tors to  accept  mediation  by  the  President's  commission.  Morgan  was  both 
convinced  and  convincing.  On  October  13,  the  operators  asked  Presiden- 
tial mediation.  That  project  almost  foundered  when  employers  refused 
to  allow  a  labor  representative  on  the  commission,  although  an  operator 
was  to  be  among  its  members.  Roosevelt's  ingenuity  surmounted  the 
obstacle,  labelling  E.  E.  Clark  of  the  Order  of  Railway  Conductors  an 
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"eminent  sociologist."  Since  the  UMW  had  been  ready  to  accept  media- 
tion or  arbitration  from  the  beginning,  miners  returned  to  work  while  the 
commission  investigated.  Mitchell  made  its  hearings  a  tribunal  for  labor. 
He  emerged  untouched  by  four  days  of  cross-examination.  He  marshalled 
witnesses—the  maimed,  uncompensated  widows,  evicted  strikers,  an 
8-year-old  too  young  to  testify  but  old  enough  to  work  for  62  cents  a 
week— until  the  commission  cried  halt  and  labelled  even  its  printed 
proceedings  confidential.  After  six  months  of  inquiry,  the  commission 
reported  in  favor  of  a  9-hour  workday  and  a  10  per  cent  increase  in 
wages.  The  UMW  did  not  win  recognition,  but  no  bars  were  set  up 
against  its  controlling  labor's  share  of  the  permanent  grievance  machinery 
which  was  established. 

Roosevelt's  handling  of  the  coal  strike,  the  Northern  Securities  prosecu- 
tion, and  the  bold  stroke  for  a  Panama l  canal  won  him  general  public 
acclaim.  With  Hanna's  removal  by  death  in  February,  1904,  and  Root's 
assurance  that  Roosevelt  was  an  essentially  safe  man,  his  renomination 
.was  secure.  On  July  7,  three  weeks  after  the  Republicans  met  at  Chicago 
and  named  Roosevelt  for  a  second  term,  the  Democrats  assembled  at 
St.  Louis.  With  a  now  highly  respectable  platform— abandoning  free  silver 
and  demands  for  income  taxes,  though  still  denouncing  trusts  and  high 
tariffs— and  Judge  Alton  B.  Parker  of  New  York,  a  candidate  even  more 
respectable,  the  Democrats  repented  eight  years  of  Bryan.  They  were  not 
rewarded.  Meager  though  Roosevelt's  positive  achievements  might  be, 
he  at  least  offered  color  and  high  purpose  to  the  voters.  They  responded 
with  7,628,834  popular  and  336  electoral  votes  against  Parker's  score  of 
5,084,491  and  140.  Debs  won  402,283  votes  as  the  Socialist  candidate; 
in  a  last  gasp  of  Populism',  Thomas  E.  Watson  polled  117,183  votes.  The 
Roosevelt  victory  gave  the  Republicans  sound  majorities  in  Congress: 
249  against  137  in  the  House;  57  against  32  in  the  Senate.  So  pleased 
was  Roosevelt  over  his  personal  victory  that  on  the  night  of  the  election 
he  made  a  public  announcement  in  which  he  said  that  "under  no  circum- 
stances will  I  be  a  candidate  for  or  accept  another  nomination."  He  was 
to  be  reminded  again  and  again  of  this  pledge  in  1912. 

ROOSEVELT'S  SECOND  ADMINISTRATION 

The  election  of  1904  made  Roosevelt  President  in  his  own  right,  con- 
vinced that  the  people  had  returned  him  to  the  White  House  because  he 
had  spoken  for  making  great  corporations  and  their  masters  submit  to 
rather  than  rule  the  law.  Yet  the  President  continued  in  harmony  with 
the  party  chieftains.  The  high  protectionist  Aldrich  of  Rhode  Island 

1  See  below,  p.  60. 
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remained  the  recognized  leader  of  the  Senate;  Cannon  of  Illinois  lorded 
it  over  the  House.  Allison,  Spooner,  Hale,  Lodge,  Penrose,  and  Republi- 
can stalwarts  of  the  same  class  remained  in  possession  of  the  Presidential 
ear  and  Roosevelt  had  only  an  ill-concealed  contempt  for  the  more  pro- 
gressive members  of  his  own  party  like  LaFollette  in  the  Senate  and 
Poindexter  in  the  House.  It  is,  in  fact,  hard  to  reconcile  Roosevelt's  asso- 
ciates with  the  disturbing  character  of  his  public  pronouncements.  As  his 
term  neared  its  end  his  assaults  on  "the  malefactors  of  great  wealth,"  the 
conservative  judiciary,  and  the  unrepresentative  character  of  party  gov- 
ernment became  more  outspoken.  He  advocated  income  and  inheritance 
taxes,  gave  his  approval  to  the  creation  of  methods  for  the  popular 
control  of  the  party  machinery,  and  issued  a  portentous  warning  to  those 
members  of  the  judiciary  "who  have  lagged  behind  in  their  understand- 
ing of  those  great  and  vital  changes  in  the  body  politic,  whose  minds 
have  never  been  opened  to  the  new  applications  of  the  old  principles 
made  necessary  by  the  new  conditions."  Presidential  messages,  speeches, 
interviews,  and  inspired  articles  poured  out  in  an  unending  flood. 

Yet  achievement  was  remarkably  small,  when  reckoned  in  terms  of  the 
promises  publicly  made.  Roosevelt's  two  Congresses,  despite  great  Repub- 
lican majorities  in  both  of  them,  failed  to  pass  bills  calling  for  the 
following:  the  rehabilitation  of  the  merchant  marine,  currency  and  bank- 
ing reform,  the  national  regulation  of  insurance  companies,  the  federal 
control  of  child  labor,  the  lifting  of  the  Philippine  tariff  restrictions, 
the  limitation  of  the  powers  of  the  federal  courts  in  injunction  proceed- 
ings. Nevertheless,  in  railroad  regulation,  conservation,  and  the  protec- 
tion of  public  health  the  second  Roosevelt  administration  could  count 
real  achievement. 

Railroad  Regulation.  The  Elkins  Act  of  1903  carried  out  the  Industrial 
Commission's  recommendation  that  rebates  be  banned  and  corporations 
fined  for  accepting  them.  In  1906,  the  Hepburn  Act  made  more  of  those 
recommendations  into  law.  ( It  should  be  noted  parenthetically  that  rail- 
road influence  was  so  strong  in  the  Senate  that  Republican  leader  Aldrich 
committed  the  bill  to  the  management  of  Democratic  Senator  Tillman, 
with  whom  Roosevelt  was  at  personal  odds,  rather  than  allow  Dolliver 
of  Iowa  to  show  a  Republican  unfavorable  to  business.)  The  new  act 
increased  the  membership  of  the  Interstate  Commerce  Commission  from 
5  to  7  and  extended  its  authority  over  all  forms  of  transportation,  includ- 
ing rail-water  combinations,  terminals,  ferries,  bridges,  sleeping  car  com- 
panies, express  companies,  and  pipe  lines.  Passes  were  restricted  to  rail- 
road personnel.  Sudden  secret  changes  in  rates  (the  so-called  midnight 
tariffs)  were  banned.  Railroads  were  forbidden  to  transport  commodities 
they  produced  unless  those  were  needed  for  actual  operation,  a  provision 
especially  intended  to  check  the  growth  of  the  coal  trust.  The  Hepburn 
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Act  gave  the  ICC  new  powers:  it  was  authorized  to  standardize  railroad 
accounting  practice.  When  shippers  complained  of  discrimination,  the 
ICC  might  reduce  a  rate  it  found  unreasonable  and  the  burden  of  proof 
was  put  on  the  road.  Reductions  might  be  suspended  pending  judicial 
review,  however. 

Some  opponents  criticized  the  latitude  still  given  the  courts.  Senator 
LaFolIette  argued  that  the  law  was  insufficient:  the  ICC  could  have  no 
workable  criterion  for  the  "reasonableness"  of  rates  without  a  physical 
valuation  of  railroad  plant,  for  railroad  capitalization  was  such  that  it 
invited  paying  dividends  on  pure  water.  In  spite  of  criticism,  shippers 
paid  the  Hepburn  Act  the  tribute  of  filing  nearly  twice  as  many  formal 
complaints  between  1906  and  1908  as  had  been  filed  since  the  ICC  was 
established  in  1887. 

Conservation.  Another  important  concern  of  the  second  Roosevelt  ad- 
ministration—and that  which,  in  the  long  view,  may  rank  as  its  greatest 
service  to  the  American  people-was  the  conservation  of  natural  resources. 
Since  the  first  settlers  landed,  the  environment  had  been  an  enemy  to  be 
gutted  rather  than  a  gift  to  be  cherished.  Heedless  use  was  natural  to  the 
pioneer-and  inevitable  in  a  new  country  where  capital  had  to  be  created 
and  credit  was  virtually  nonexistent.  ( In  underdeveloped  countries  capi- 
tal creation  and  waste  of  natural  resources  often  go  hand-in-hand. )  The 
tempo  of  waste  speeded  after  the  Civil  War:  lumbermen  cut  and  moved 
on  in  confidence  that  when  the  next  forest  was  down  there  would  be 
others;  mining  companies  dug  the  richest  deposits  and  left  the  rest 
beyond  recovery;  oil  and  natural  gas  were  exploited  with  equal  reckless- 
ness; waterpower  on  the  public  domain  was  seized  and  turned  to  profit 
without  thought  of  the  future.  Some  effort  had  been  made  to  check  or, 
at  least,  to  supervise  the  process.  In  1879,  the  Interior  Department's 
Geological  Survey  was  established.  This  did  notable  service  in  informing 
the  nation  what  its  resources  were,  but  the  Survey  had  no  protective 
authority.  In  1891,  the  Forest  Reserve  Act  empowered  the  President  to 
retain  timberland  on  the  public  domain.  No  President  but  Cleveland 
showed  much  interest  in  using  that  authority  although  36  million  acres 
were  set  aside  and  put  in  charge  of  a  Forestry  Service. 

The  first  legislative  recognition  that  there  might  be  limits  to  even 
American  Nature's  bounty  carne  in  1902,  when  the  Newlands  Act  set  up 
the  Reclamation  Service  and  provided  that  the  proceeds  of  public  land 
sales  in  the  Far  West  be  used  for  federal  irrigation  projects,  much  as  the 
Industrial  Commission  had  suggested.  Choice  land  was  gone;  agricultural 
expansion  must  move  toward  arid  and  semiarid  land. 

More  important  than  laws  to  promote  irrigation  (though  1,250,000 
acres  were  reclaimed  by  1915  and  4,800,000  acres  had  been  made  fit  for 
cultivation  by  1950)  was  the  administrative  action  of  the  Roosevelt  ad- 
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Uncle  Sam:  "Come,  Mr.  Senate,  it's  up  to  you;  whom  do  you  represent- 
me  or  your  fat  friend?" 
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ministration.  Through  James  R.  Garfield  as  Secretary  of  the  Interior  and 
Gifford  Pinchot  as  director  of  the  Forestry  Service,  Roosevelt's  attention 
was  drawn  to  gross  land  frauds,  uneconomic  use  of  scarce  water,  and 
the  need  to  conserve  diminishing  timber  and  mineral  resources  for  the 
future.  In  March,  1907,  he  set  up  an  Inland  Waterways  Commission. 
After  considerable  investigation,  this  body  suggested  efforts  to  win  state 
co-operation  in  a  comprehensive  program.  Accordingly,  Roosevelt  called 
a  White  House  Conference  on  Conservation.  On  May  13,  1908,  the 
governors  of  24  states  joined  members  of  Congress,  the  heads  of  the 
government  bureaus  most  concerned  with  scientific  matters,  and  a  number 
of  interested  outsiders  in  considering  problems  of  using  natural  resources 
to  the  best  interest  of  present  and  future.  The  Conference  urged  that  the 
federal  government  separate  ownership  of  soil  from  the  subsoil  deposits, 
and  so  preserve  government  title  to  mineral  resources  on  the  public 
domain.  In  addition,  the  Conference  pressed  for  action  to  protect  the 
sources  of  navigable  waters,  to  prevent  and  check  forest  fires,  and  to 
promote  better  timber-cutting  practices  on  private  and  public  land. 

The  Conference  of  1908  was  followed  by  organization  of  a  National 
Conservation  Commission  in  1909,  an  example  accepted  by  41  states.  An 
awakened  public  interest  in  preserving  natural  resources  was  Roosevelt's 
principal  contribution  to  conservation.  By  stretching  the  law  of  1891, 
Roosevelt  withdrew  from  entry  80,000,000  acres  of  coal  land  on  the 
public  domain,  4,500,000  acres  of  phosphate  deposits,  and  1,500,000  acres 
of  water-power  sites,  besides  148,000,000  acres  of  timber.  But  benevolent 
disregard  of  the  letter  of  the  law  had  dangers  even  a  proponent  of  execu- 
tive responsibility  must  acknowledge.  Roosevelt  accomplished  little  to 
secure  legislative  sanction  of  his  conservation  policy.  Congress  refused 
to  enact  laws  carrying  out  the  recommendations  of  the  Conference  of 
1908.  Influential  members  protested  executive  measures  to  retain  owner- 
ship of  mineral  and  timber  lands.  Only  Roosevelt's  veto  prevented  Con- 
gress from  giving  important  power  development  rights  at  Muscle  Shoals 
to  a  private  company. 

Pure  Food  and  Drug  Act.  While  Presidential  initiative  failed  to  secure 
a  federal  conservation  program,  pressure  to  force  the  enactment  of 
measures  to  protect  the  public  health  was  more  successful.  As  urbaniza- 
tion extended  the  distance  between  food  supplies  and  their  consumers, 
adulteration  became  more  common  and  more  difficult  to  detect.  Wider 
use  of  commercially  produced  foods— butter,  preserves,  spices,  canned 
and  packaged  products—increased  the  need  to  guard  the  consumer's 
pocketbook  as  well  as  his  health.  Adequate  though  state  laws  might  be 
on  paper,  slack  enforcement  made  them  ineffectual.  Further,  the  Supreme 
Court  in  the  "original  package"  decision  (Rhodes  v.  Iowa  [170  U.S.  475, 
1898];  Leisy  v.  Hardin  [135  U.S.  100,  1890])  had  ruled  that  goods  so 
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shipped  in  interstate  commerce  were  free  from  interference  under  state 
law. 

Federal  action  was  necessary.  To  secure  that,  representatives  of  state 
agencies  organized  the  National  Pure  Food  and  Drug  Congress  in  1898. 
With  the  support  of  numerous  women's  organizations  and  H.  W.  Wiley 
of  the  Department  of  Agriculture,  the  Congress  carried  on  a  vigorous 
campaign  for  federal  legislation  to  protect  consumers  against  the  fraud 
of  adulterated  or  misleadingly  packaged  goods  and  the  -danger  of  con- 
taminated and  filthy  products.  Equally  vigorous  was  the  campaign  of 
purveyors  of  patent  medicines,  preservatives,  falsely-labelled  liquor,  and 
others  profiting  from  the  absence  of  regulation.  As  one -Albert  Heller 
testified  before  the  Senate  Committee  on  Manufactures  in  1900,  formalde- 
hyde was  used  in  milk,  sodium  sulphite  in  chopped  beef,  and  aniline  dyes 
in  sausages,  but ". . .  if  any  law  is  passed  to  mark  all  food  products,  it  will 
affect  the  industries  of  food  products  very  much  indeed  and  do  great 

damage  to  this  country "  Nevertheless,  the  Committee  recommended 

that  food  cheapened  by  adulterants  be  so  labelled  and  that  the  sale  of 
spoiled  or  harmful  products  be  banned.  Twice  between  1902  and  1906, 
the  House  passed  such  bills.  Twice  they  failed  in  the  Senate.  In  1905, 
President  Roosevelt  joined  the  fight.  By  1906,  the  Senate  passed  a  pure 
food  measure,  but  the  House  held  it  buried  in  committee,  though  farmers 
protested  that  the  absence  of  federal  meat  inspection  caused  them  to  lose 
foreign  markets  and  consumer  groups  demanded  protection. 

Early  that  year,  a  novel  added  to  the  clamor.  Upton  Sinclair  meant  the 
Jungle  to  win  converts  to  socialism.  His  description  of  Chicago's  meat- 
packing industry  was  so  nauseatingly  graphic  that  it  roused  Roosevelt's 
indignation.  He  dispatched  Bronson  Reynolds  and  Charles  P.  Neill  to 
observe  the  facts.  The  facts  they  reported  were  more  upsetting  than 
Sinclair's  fiction.  When  the  packers'  opposition  to  federal  inspection 
succeeded  in  halting  the  bill  Senator  Beveridge  was  sponsoring,  Roosevelt 
made  part  of  his  investigators'  report  public.  Sales  of  preserved  meat 
dropped.  Mounting  resentment  forced  passage  not  only  of  the  Federal 
Meat  Inspection  Act  of  1906  but  also  of  the  Pure  Food  and  Drug  Act. 
The  first  law  placed  federal  inspectors  in  plants  packing  meat  and  its 
products  for  interstate  and  foreign  commerce.  Henceforth,  only  healthy 
animals  were  to  be  used  and  they  were  to  be  handled  in  sanitary  fashion. 
The  Pure  Food  Act  empowered  the  Department  of  Agriculture  to  fix 
standards  for  certain  foods,  notably  butter.  The  law  barred  misbranded 
and  adulterated  foods  and  drugs  from  interstate  commerce  and  required 
that  the  presence  of  narcotics,  alcohol,  and  certain  preservatives  be  stated 
on  labels.  In  1910,  the  law  was  amended  to  forbid  false  statements  of  the 
curative  value  of  medicines,  Inadequate  enforcement,  insufficient  penal- 
ties, and  strict  legal  construction  of  phrases  like  "intent"  and  knowledge ' 
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in  the  law  made  the  act  of  1906  partly  ineffectual,  while  changes  in  social 
habit— notably  a  greatly  increased  use  of  the  cosmetics  not  even  men- 
tioned in  the  law— rendered  it  partly  obsolete.  Nevertheless,  its  enactment 
constituted  a  noteworthy  attempt  to  deal  with  a  problem  of  urban  living. 
"Let  the  buyer  beware"  no  longer  applied  when  the  purchaser  did  not 
know  the  source,  or  even  the  nature,  of  what  he  bought. 

FOREIGN  AFFAIRS  UNDER  ROOSEVELT 

In  a  sense,  the  anti-imperialists  could  point  to  the  Roosevelt  foreign 
policy  in  vindication  of  their  fears.  Energy  characterized  that  policy:  the 
United  States  was  to  function  as  a  Great  Power  and  to  have  the  military 
strength  necessary  to  play  its  role.  Naval  building,  begun  under  Cleve- 
land and  stimulated  by  success  in  the  Spanish-American  War,  increased 
rapidly.  Between  1898  and  1904,  Congress  authorized  26  vessels  over 
12,500  tons,  with  46  smaller  warships,  12  auxiliaries,  and  4  submarines. 
By  1909— as  a  result  of  the  policy  of  laying  down  two  battleships  each 
year,  and  of  naval  appropriations  of  $954.4  million  since  1901  (between 
1883  and  1900,  only  $623.4  million  was  spent) -the  United  States  Navy 
ranked  above  Germany's  in  tonnage  and  power.  And  this  despite  the  fact 
that  since  1900  Kaiser  Wilhelm  II  had  made  a  closer  approach  to  British 
seapower  his  goal.  Nor  did  Roosevelt  keep  our  naval  light  under  a  bushel 
In  1906,  a  fleet  of  16  battleships  set  out  on  a  round-the-world  cruise 
which  displayed  American  might  in  New  Zealand,  Australia,  the  Philip- 
pines, and  Japan,  before  it  re-entered  more  familiar  waters  by  way  of  the 
Suez  Canal. 

Panama.  Since  Columbus'  successors  showed  the  Americas  no  easily 
circled  islands  but  continents  blocking  the  way  to  the  golden  East,  men 
had  calculated  how  to  pierce  that  block  where  it  narrowed  in  Nicaragua 
or  the  Isthmus  of  Panama.  The  Gold  Rush  of  1848  brought  a  railroad 
to  the  Isthmus.  Two  years  later,  the  Clayton-Bulwer  Treaty  provided 
that  any  isthmian  canal  to  be  built  should  be  unfortified  and  controlled 
jointly  by  Britain  and  the  United  States.  The  Civil  War  and  successful 
transcontinental  railroads  diverted  American  interest  from  canal  build- 
ing. In  1878,  the  success  of  the  Suez  project  prompted  French  capital 
and  a  French  engineer.,  Ferdinand  de  Lesseps,  to  secure  from  the  govern- 
ment of  Colombia  a  concession  to  build  a  canal  through  the  isthmus  of 
Panama. 

The  de  Lesseps  company  had  produced  nothing  but  scandals  by  1898 
when  the  battleship  Oregon's  round-the-Horn  voyage  to  join  the  Pacific 
fleet  during  the  Spanish- American  War  showed  dramatically  that  the 
United  States  must  either  build  an  isthmian  canal  or  maintain  a  first-class 
fleet  in  each  of  its  guardian  oceans.  To  eliminate  the  restrictions  of  the 
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Clayton-Bulwer  Treaty  of  1850,  Secretary  of  State  Hay  completed  nego- 
tiations with  British  Ambassador  Pauncefote  in  1900.  The  new  treaty 
required  that  any  canal  built  should  be  unfortified  and  neutralized.  The 
Senate  amended  the  draft  to  provide  for  United  States  control  and 
fortification.  Britain  refused  to  ratify  the  treaty  as  revised.  Hay  renewed 
negotiations  then  and  finally  secured  a  treaty  acceptable  to  both  parties. 
The  second  Hay-Pauncefote  Treaty,  ratified  in  February,  1902,  abrogated 
the  pact  of  1850.  The  United  States  was  to  build,  control  and,  if  it  chose, 
fortify  the  isthmian  canal;  but  it  was  also  to  permit  all  ships  of  all  nations 
to  use  it  on  equal  terms. 

American  opinion  favored  building  a  canal  in  Nicaragua.  Between  1895 
and  1901,  three  investigating  commissions  recommended  Nicaragua  as 
the  canal  site,  and,  in  January,  1902,  the  House  passed  a  bill  embodying 
those  recommendations.  Both  investigators  and  Congressional  represen- 
tatives took  insufficient  account  of  the  New  Panama  Canal  Company. 
This  corporation  had  acquired  the  de  Lesseps  concession  and  secured  its 
extension  to  1902.  In  1899,  a  New  Jersey  corporation,  the  Panama  Canal 
Company  of  America,  was  set  up  to  buy  the  New  Panama  Canal  Com- 
pany and  the  Panama  Railroad,  to  build  a  canal,  and  to  deal  with  govern- 
ments involved  in  such  projects.  Actual  relationships  between  these  com- 
panies remains  a  minor  historical  mystery.  William  Nelson  Cromwell, 
New  York  lawyer— simultaneously  attorney  for  the  Panama  Company, 
counsel  for  the  Republic  of  Panama,  and  adviser  to  the  United  States 
government  building  the  Panama  Canal— declared  that  the  confidential 
nature  of  relations  between  lawyer  and  client  forbade  him  to  enlighten 
the  Senate  Committee  which  sought  later  to  investigate  and  elucidate 
these  transactions  in  1906. 

At  any  event,  in  1900,  the  New  Panama  Company  cut  the  price  for  its 
concession  from  $109  to  $40  million,  contributed  $60,000  to  the  Republi- 
can campaign  fund,  proclaimed  the  frequency  of  earthquakes  in  Nica- 
ragua, and  succeeded  in  convincing  Roosevelt  that  the  Panama  route  was 
preferable.  While  the  House  bill  approving  Nicaragua  was  before  the 
Senate,  the  current  commission  of  inquiry  also  had  an  abrupt  change  of 
opinion.  In  June,  1902,  the  House  accepted  a  Senate  bill  which  substi- 
tuted Senator  Spooner's  proposal  for  its  own  plan.  The  Spooner  measure 
provided  that  the  United  States  buy  the  New  Panama  Company's  rights 
for  $40  million  and  undertake  to  secure  American  control  of  a  canal  zone 
by  treaty  with  Colombia.  Should  either  the  company  or  Colombia  prove 
refractory,  the  President  was  authorized  to  begin  building  a  canal  in 
Nicaragua, 

A  new  treaty  was  needed  to  replace  the  1846  agreement  by  which  the 
United  States  had  obligated  itself  to  protect  the  neutrality  of  the  isthmus 
of  Panama,  to  preserve  transit  rights  across  it,  and  to  guarantee  Colom- 


60  THE  PROGRESSIVE  PERIOD 

bian  sovereignty  over  it,  including  the  right  to  move  troops  and  suppress 
local  disorder.  After  nearly  a  year  of  negotiation,  the  Hay-Herran  Con- 
vention was  presented  to  the  Senate  in  March,  1903.  This  gave  the 
United  States  a  99-year  lease  on  a  canal  zone  for  $10  million  in  cash  and 
an  annual  rent  of  $250,000  payable  in  gold,  Colombia,  however,  was  to 
have  no  share  in  any  money  paid  the  New  Panama  Company  for  its 
concession  rights,  The  American  Senate  ratified  the  treaty.  Colombia 
delayed:  her  legislature  was  in  acute  conflict  with  the  executive  which 
had  carried  on  the  negotiations.  In  June,  Secretary  Hay,  at  Cromwell's 
suggestion,  wired  our  minister  at  Bogota  that,  if  Colombia  postponed  or 
refused  ratification,  "the  friendly  understanding  between  the  two  coun- 
tries would  be  so  seriously  compromised  that  action  might  be  taken  by 
the  Congress  next  winter  which  every  friend  of  Colombia  would  regret." 
He  also  suggested  that  the  message  be  brought  to  the  attention  of 
Colombian  legislators. 

On  August  12,  Colombia  rejected  the  treaty.  President  Roosevelt  called 
the  Colombians  "homicidal  corruptionists"  in  private.  In  public,  came 
broad  hints  of  revolt.  Thus,  a  Cromwell  spokesman,  in  an  interview 
published  by  the  New  York  World  on  June  14,  declared  Panama  ready 
for  rebellion.  On  August  15,  in  a  New  York  Herald  interview,  Senator 
Cullom  of  the  Foreign  Relations  Committee  observed  that  an  uprising 
in  Panama  was  likely  and  would  be  looked  on  favorably  by  the  American 
government.  In  October,  American  naval  vessels  were  ordered  to  concen- 
trate on  Panama.  On  November  3,  when  Philippe  Bunau-Varilla  of  the 
New  Panama  Company  cabled  his  Panama  friends  that  the  time  to  act 
had  come,  they  moved  swiftly.  Not  swiftly  enough  for  Assistant  Secretary 
of  State  Loomis,  who  asked  our  consul  at  Panama  for  news  of  the  uprising 
at  3:40  P.M.  on  November  3?  although  revolt  did  not  break  out  until  6. 
On  November  18,  while  American  naval  forces  kept  Colombian  troops 
immobilized,  the  United  States  recognized  Panama  as  an  independent 
republic.  Secretary  Hay  then  negotiated  with  her  representative,  Philippe 
Bunau-Varilla.  For  the  sum  offered  Colombia,  Panama  granted  the 
United  States  perpetual  use  of  a  canal  zone  10  miles  in  width.  Panama 
ratified  the  Hay-Bunau-Varilla  Treaty  all  but  sight  unseen  at  Hay's  and 
its  envoy's  insistence.  The  United  States  Senate  moved  in  more  leisurely 
"  fashion,  but  it  ratified  on  February  14,  1904. 

Surveying  work  began  on  the  canal  soon  after  the  New  Panama  Com- 
pany delivered  its  rights  on  May  10.  After  several  false  starts,  Colonel 
Gorgas  was  allowed  to  carry  through  his  plans  for  sanitation,  Colonel 
Goethals  was  put  in  sole  charge  of  construction,  and  the  digging  of  the 
canal  was  begun.  Six  years  of  work  completed  the  huge  task.  By  1914, 
the  Panama  Canal  was  open  to  traffic.  The  Canal  cost  $275  million  to 
build  and  another  $113  million  to  equip  with  military  and  naval  defenses. 
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Latin  America.  Latin  Americans  resented  the  treatment  of  Colombia. 
Many  citizens  of  the  United  States  were  uneasy.  For  a  like  combination  of 
force  and  smugness  marked  other  aspects  of  Roosevelt's  Latin-American 
policy.  The  troubled  history  of  the  republics  of  South  and  Central 
America  may  be  characterized,  in  summary  fashion,  as  military  dictator- 
ship tempered  by  palace  revolution.  This  was  especially  true  in  the  Carib- 
bean where  swiftly  succeeding  administrations  incurred  debts  beyond 
their  ability  to  pay  and  did  not  exempt  foreigners  from  the  inconvenience 
of  changing  governments  by  uprisings  rather  than  by  merely  verbal  attack. 
When  the  United  States  acquired  the  Panama  Canal  Zone,  naval  strategy 
as  well  as  national  pride  dictated  the  need  for  American  hegemony  in  the 
Caribbean:  no  European  power  should  acquire  new  foothold  in  that 
area. 

Out  of  this  situation,  Roosevelt  shaped  his  "Corollary"  to  the  Monroe 
Doctrine.  As  expressed  in  his  message  to  Congress  of  December  2,  1904, 
the  Roosevelt  policy  scarcely  soothed  the  indignation  which  his  cavalier 
treatment  of  Colombia  had  roused  in  Latin  America.  Said  the  President: 

If  a  nation  shows  that  it  knows  how  to  act  with  reasonable  efficiency  and 
decency  in  social  and  political  matters,  if  it  keeps  order  and  pays  its  obligations, 
it  need  fear  no  interference  from  the  United  States.  Chronic  wrongdoing,  or  an 
impotence  which  results  in  a  general  loosening  of  the  ties  of  civilized  society 
may  in  America,  as  elsewhere,  ultimately  require  intervention  by  some  civilized 
nation,  and  in  the  Western  Hemisphere  the  adherence  of  the  United  States  to 
the  Monroe  Doctrine  may  force  the  United  States,  however  reluctantly,  in  flag- 
rant cases  of  such  wrongdoing  or  impotence,  to  the  exercise  of  an  international 
police  power. 

Two  years  earlier,  in  1902,  the  United  States  had  interfered  to  protect 
Venezuela  from  the  consequences  of  conduct  similar  to  that  which 
Roosevelt  was  now  reproving.  Dictator  Castro  had  repeatedly  refused  to 
pay  interest  on  the  Venezuelan  debt,  or  to  meet  the  claims  of  foreigners 
who  had  suffered  because  of  civil  war.  Britain  took  the  initiative  in  a  joint 
demonstration  by  herself,  Germany,  and  Italy  to  secure  compensation. 
The  three  countries  withdrew  their  diplomats  from  Caracas.  They  seized 
Venezuelan  gunboats  and  blockaded  its  coast.  Castro  sought  American 
mediation  then,  and  Roosevelt  urged  that  the  issue  be  submitted  to 
arbitration.  All  parties  agreed  and,  in  1903,  the  dispute  was  brought 
before  a  commission  set  up  by  the  Hague  Tribunal.2 

By  1904,  when  Roosevelt  formulated  his  Corollary,  the  practice  of 
politics  in  the  strategically-situated  Dominican  Republic  had  produced 
a  public  debt  of  $32.28  million,  two-thirds  of  which  was  held  by  Euro- 
peans. Since  the  Dominican  government  could  not  meet  interest  pay- 
ments, it  came  under  constantly  increasing  diplomatic  pressure.  At  the 

2  See  below,  p.  170. 
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end  of  December,  1904,  the  island  republic  intimated  that  it  would 
welcome  American  help.  The  agreement  then  drafted  provided  that  an 
American  collector  take  charge  of  customs  revenues,  retain  55  per  cent 
for  apportionment  among  the  republic's  creditors,  and  turn  the  rest  over 
to  its  government.  Although  the  Senate  rejected  the  agreement,  warships 
and  marines  in  Santo  Domingo  showed  American  power  on  the  island 
and  an  informal  executive  arrangement  carried  through  the  plan  formally 
disavowed.  Before  that  display  of  Presidential  determination  the  Senate 
yielded  and  ratified  a  modified  agreement  in  1907.  Under  American 
administration,  the  Dominican  debt  was  refunded  into  a  50-year  loan 
held  by  a  New  York  bank  and  scaled  down  from  $32  to  $17  million 
while  revenues  available  to  the  government  increased. 

Efficient  and  benevolent  intervention  was  intervention  still,  and  dis- 
turbing to  Latin  America.  In  Cuba,  the  Platt  Amendment  gave  legal 
sanction  to  such  action.  Within  three  years  of  effective  independence, 
intervention  was  required.  The  party  opposing  Estrada  Parma's  re- 
election threatened  armed  protest  in  1906.  To  retaliate,  Estrada  Palma 
dissolved  the  Cuban  legislature  and  resigned,  requesting  that  the  United 
States  send  a  force  to  the  island.  In  October,  after  an  inspection  trip, 
Secretary  of  War  Taft  convinced  Roosevelt  of  the  need  to  act.  American 
troops  were  dispatched  and  remained  on  the  island  until  1909,  while  an 
American  civil  governor  acted  as  the  Cuban  chief  executive. 

In  less  summary  fashion,  the  Roosevelt  administration  tried  to  restore 
peace  in  Central  America.  General  Zelaya  of  Nicaragua  wanted  to  rule 
over  a  united  Central  America  even  if  he  must  establish  a  Central  Ameri- 
can Union  by  conquest.  To  lessen  opportunities  for  adventurism  and  to 
promote  inter-American  good  will,  Elihu  Root,  now  Secretary  of  State, 
suggested  that  the  United  States  and  Mexico  join  to  mediate  the  conflict 
which  Zelaya's  ambition  had  fanned  between  Guatemala  and  Salvador. 
A  shipboard  conference  settled  that  dispute  in  1905,  but  Zelaya  proved 
less  amenable  the  following  year.  Effort  to  resolve  his  quarrel  with 
Honduras  failed.  While  American  naval  vessels  stood  offshore  to  protect 
noncombatants  and  foreign  property,  the  United  States  and  Mexico 
renewed  their  efforts  at  mediation.  As  a  result,  a  Central  American  Peace 
Conference  met  at  Washington  in  1907.  This  concluded  three  treaties. 
The  first  established  a  general  peace  among  the  Central  American  states. 
The  second  bound  the  parties  not  to  recognize  governments  which 
attained  power  by  coup  d'etat  or  other  extralegal  means  unless  those 
governments  were  accepted  by  constitutional  authority.  The  third  estab- 
lished a  Central  American  Court  of  Justice  to  settle  disputes  among  its 
member  nations.  The  first  pact  proved  durable:  armed  conflict  among 
the  parties  ceased.The  second  was  too  contrary  to  current  political  mores 
for  permanence.  The  failure  of  the  third  will  be  discussed  later,  in  con- 
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nection  with  Latin-American  problems  of  relations  during  the  Wilson 
administration. 

European  Affairs.  In  the  Western  Hemisphere,  Roosevelt's  foreign 
policy  asserted  American  primacy.  In  Europe  and  the  Far  East,  Roose- 
velt claimed  for  the  United  States  a  place  among  the  Great  Powers. 
American  naval  building  showed  ability  to  maintain  that  rank.  In  October, 
1903,  the  long-standing  dispute  over  the  Alaska-Canada  boundary  was 
finally  settled.  An  Anglo-American  high  commission  failed  in  1898  be- 
cause the  United  States  refused  to  grant  Canada's  claim  to  bays  and 
inlets  along  what  was  regarded  as  Alaska's  Pacific  coastline.  Secretary 
Hay  continued  negotiations  in  1901  and  finally  won  British  consent  to 
submission  of  the  issue  to  a  tribunal  of  "impartial  jurists"  of  both  nations. 
Roosevelt  named  Secretary  Root,  Senator  Lodge,  and  former  Senator 
Turner  of  Washington:  the  latter  were  avowed  United  States  partisans; 
Root  was  one  of  the  most  skilled  American  advocates.  When  the  commis- 
sion seemed  laggard,  Roosevelt  used  a  "private"  letter  to  vacationing 
Justice  Oliver  Wendell  Holmes  as  a  means  of  informing  London  that, 
unless  the  commission  decided  soon,  the  President  would  ask  Congress 
for  authority  to  run  the  boundary  according  to  the  United  States  claim. 
Soon  afterward,  Lord  Alverstone,  British  representative  on  the  joint 
commission,  found  that  claim  justified.  Amusingly  enough,  subsequent 
research  proved  Roosevelt's  insistence  warranted  by  fact. 

Roosevelt's  intervention  in  relations  among  European  nations  was 
prompted  principally  by  the  desire  to  show  the  United  States  a  factor 
in  international  affairs.  Thus,  when  Kaiser  Wilhelm  II  protested  noisily 
because  France,  with  England's  support,  had  extended  its  power  in 
Morocco  without  consulting  him— although  Spain  and  Italy  were  advised 
—or  guaranteeing  equal  rights  for  German  investors,  Roosevelt  urged 
a  conference  to  ease  the  tension.  With  two  American  delegates,  Ambas- 
sador to  Italy  Henry  White  and  S.  B.  Gummere,  consul-general  in 
Morocco,  an  international  congress  did  assemble  at  Algeciras  in  Spain 
in  1906.  The  convention  drawn  up,  as  a  result,  recognized  Morocco's 
territorial  integrity.  France  and  Spain  were  to  supervise  her  police  force, 
however,  an  international  bank  was  to  control  her  finances,  and  all  foreign 
merchants  and  investors  were  to  receive  equal  treatment.  In  December, 
1906,  Roosevelt  offered  the  convention  for  ratification.  The  Senate  com- 
plied, but  only  after  entering  a  reservation  which  disavowed  American 
political  interest  in  Morocco  or  responsibility  for  enforcing  the  terms  of 
the  convention:  participation  in  the  Algeciras  conference  did  not  indicate 
a  departure  from  tradition.  The  United  States  intended  to  stand  aside 
from  European  wrangles  in  the  future  as  it  had  in  the  past. 

Japanese  Policy.  Yet,  only  the  year  before,  Roosevelt  had  intervened 
decisively  in  such  a  wrangle.  For,  although  the  Russo-Japanese  War  of 
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1904-5  was  fought  in  Asia,  it  affected  the  European  balance  of  power. 
To  weigh  that  balance  on  its  side,  Britain  had  called  in  a  non-European 
factor  when  it  concluded  the  Anglo-Japanese  Alliance  in  1902,  It  had  no 
wish  to  see  that  ally  exhausted  by  a  prolonged  struggle  in  the  war  with 
Russia.  Nor,  on  the  other  hand,  did  either  the  United  States  or  Britain 
wish  Japan  to  win  overwhelmingly  and  so  threaten  the  status  quo  in  the 
Pacific.  Aware  of  the  danger  of  internal  exhaustion  only  masked  by  its 
naval  and  military  triumphs,  Japan  repeatedly  asked  Roosevelt  to  medi- 
ate. He  won  Russian  acquiescence  finally  and,  on  August  9,  1905,  Russian 
and  Japanese  delegates  met  at  Portsmouth,  New  Hampshire,  to  sign  a 
peace  treaty.  By  the  treaty  accepted  in  September,  both  countries  agreed 
to  evacuate  Manchuria.  Japan  won  acknowledged  control  over  Korea, 
the  Liaotung  Peninsula,  with  the  important  city  of  Port  Arthur,  the 
southern  half  of  Sakhalin  Island,  and  Russia's  interest  in  the  South  Man- 
churian  Railway.  The  Nobel  peace  prize  committee  honored  Roosevelt 
with  its  award  in  1906. 

The  administration  followed  its  peace-making  efforts  by  attempts  at 
rapprochement  with  Japan.  The  so-called  Taft-Katsura  Agreement  gave 
the  Japanese  a  free  hand  in  Korea  and  assured  them  that  the  United 
States  was  in  accord  with  Anglo-Japanese  policy  in  the  Far  East.  In 
return,  the  Japanese  disclaimed  aggressive  intentions  against  the  Philip- 
pines. This  informal  exchange  of  views  was  followed  by  the  Root- 
Takahira  Agreement  of  1908.  Both  parties  then  declared  their  intention 
to  preserve  "the  common  interests  of  all  powers  in  China  by  supporting 
by  all  pacific  means  at  their  disposal  the  independence  and  integrity  of 
China  and  the  principle  of  equal  opportunity  for  commerce  and  industry 
of  all  nations  in  that  Empire  . . ." 

Although  statesmen  of  both  nations  had  a  desire  for  friendship  rooted 
in  wholesome  regard  for  each  other's  power,  significant  causes  of  friction 
affected  relations  with  Japan.  Increasingly,  Japan  made  her  areas  of 
influence  in  China  an  economic  preserve  for  her  own  businessmen. 
Increasingly,  between  1904  and  1906,  Americans  on  the  West  Coast 
demanded  restriction  of  Japanese  immigration.  In  1904,  the  American 
Federation  of  Labor  urged  that  the  Chinese  Exclusion  Act  be  applied  to 
Japanese.  Shopkeepers  and  truck-farmers  had  no  greater  relish  for  Japa- 
nese competition.  In  1906,  an  order  segregating  Oriental  children  in 
San  Francisco  public  schools  evoked  a  formal  protest  from  the  Japanese 
government.  Roosevelt  summoned  California  authorities  and,  in  return 
for  a  promise  to  deal  with  Japanese  immigration,  won  a  change  in  policy: 
henceforth,  only  persons  who  spoke  no  English  or  were  over-age  for  a 
given  grade  would  be  barred  from  ordinary  classes.  Congress  amended 
a  pending  immigration  bill  to  bar  aliens  with  passports  for  Hawaii, 
Canada,  or  Mexico  from  entering  the  United  States  (thus  restricting 
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Hindu  as  well  as  Japanese  immigrants).  Further,  after  considerable  nego- 
tiation, the  Japanese  Government  agreed  to  grant  no  Japanese  laborers 
passports  to  the  continental  United  States. 

The  President  and  Secretary  of  State  Root  were  more  pleased  than 
either  Japan  or  California.  Any  understanding  implying  Japanese  inferior 
to  Europeans  stung  national  pride.  Californians  found  too  many  loop- 
holes in  the  Gentlemen's  Agreement  since  that  left  the  Japanese  govern- 
ment much  discretion  in  enforcement,  particularly  in  the  issue  of  pass- 
ports to  parents,  wives,  and  children  of  workers  already  in  the  United 
States  and  to  laborers  who  claimed  previous  residence.  Japanese  immigra- 
tion continued  to  cause  agitation  until  1924,  when  final  acceptance  of 
exclusion  by  the  federal  government  caused  further  ill-feeling  between 
the  two  nations. 
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ECONOMIC  PATTERNS 

THE  ADMINISTRATIONS  of  Theodore  Roosevelt  were  marked  by 
national  self-assertion  in  foreign  relations  and  tentative  steps  toward 
domestic  reform.  Since  Roosevelt  was  not  only  a  master  at  rousing  public 
opinion  but  extremely  skilled  in  the  game  of  politics,  he  contrived  to 
move  on  the  surface  of  issues,  and  to  avoid  financial  and  fiscal  problems 
which  did  not  lend  themselves  to  resolution  by  moral  truism.  The  prob- 
lems remained,  nonetheless;  but  before  one  can  show  the  attempts  made 
to  meet  them,  it  is  necessary  to  look  at  patterns  lying  beneath  economic 
and  political  protest  during  the  period  1904-16. 

The  period  of  industrial  consolidation  which  began  in  1890  drew  to 
its  close  by  1904  as  we  have  seen.  According  to  the  Federal  Trade  Com- 
mission, by  1904,  48  companies  possessed  40  per  cent  of  all  the  manufac- 
turing capital  in  the  United  States.  Thirty  products,  ranging  from  sugar, 
electric  light  bulbs,  and  the  raw  materials  for  chewing  gum  to  newsprint, 
glass,  nickel,  and  shoe  machinery  were  under  virtual  monopoly  control. 
The  monopoly  profits  expected  from  consolidations  were  not  always 
forthcoming,  however:  16  combinations  had  been  dissolved  or  reorganized 
at  great  cost  to  their  stockholders  by  1914,  security  owners  in  most  of 
the  others  also  suffered  losses.  But  although  promoters'  golden  promises 
proved  false,  consolidation  of  control  advanced  in  newer  industries  like 
electric  power  production  and  electrical  manufacturing,  as  it  had  in  steel 
and  tobacco  manufacturing. 

In  communication,  patent  litigation  between  the  Bell  Telephone  Com- 
pany and  the  Western  Union  Telegraph  Company  had  been  settled  in 
1878,  when  Western  Union  acknowledged  Bell's  priority,  and  turned  over 
its  own  patents  in  exchange  for  20  per  cent  of  Bell's  income  for  17  years. 
By  1895,  competition  had  been  so  effectively  discouraged  as  to  be  all  but 
eliminated  from  the  telephone  industry.  Meanwhile,  telephone  commu- 
nication grew  rapidly.  Only  233,698  telephones  were  counted  in  1890. 
By  1902,  over  2.37  million  were  in  use;  in  1912,  the  number  had  risen 
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to  8.72  million,  all  but  an  insignificant  portion  of  which  were  controlled 
by  the  Bell  system  and  its  145  subsidiaries. 

As  the  table  below  shows,  indexes  of  physical  output  continued  to  rise 
in  important  sectors  of  the  economy: 

TABLE  2 
Indexes  of  Physical  Output,  1900-15 


Agriculture 

1899  =  100 
Manufacturing 

Fuel 
Production 

Metal  Mining 

1900 
1905 
1910 
1915 

101 
105 
114 
125 

102 
148 
168 
218 

106 
157 
203 
226 

109 
141 
175 
212 

Prices  mounted  and  the  condition  of  agriculture  improved;  but  labor's 
progress  was  disappointing.  The  following  index  numbers  for  wholesale 
prices,  money  wages,  and  real  wages  have  1926  as  their  base  period. 
It  should  be  noted  that  real  wages  are  based  on  weekly  wage  rates. 

TABLE  3 
Prices  and  Wages,  1900-15 


Wholesale  Prices 

Agricultural  Prices 
1910-14  =  100 

Money 
Wages 

Real 

Wages 

1900 

56.1 

71 

32.6 

58.1 

1905 

60.1 

79 

37.2 

61.9 

1910 

70.4 

104 

43.1 

61.2 

1915 

69.5 

100 

47.2 

67.9 

Realized  private  production  income  doubled  between  1900  and  1915, 
and  was  divided  among  the  principal  claimants  in  the  following  pro- 
portions: 

TABLE  4 

National  Income  and  Its  Division,  1900-15 

PERCENTAGE  SHARES 

$  billions  Entrepreneurial 

National  Income     Wages      Withdrawals     Dividends       Interest         Rent 


1900 

16.2 

58.2 

28.2 

6.4 

4.3 

2.8 

1905 

21.4 

62.0 

26.6 

6.1 

4.2 

2.6 

1910 

20.2 

59.1 

27.6  • 

7.1 

4.1 

2.8 

1915 

32.5 

60.5 

25.3 

7.1 

4.4 

2.7 
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In  production  of  electric  power  and  equipment,  the  pattern  resembled 
that  of  the  telephone  industry  although  the  degree  of  concentration  was 
less.  The  industry  grew  fast.  Electricity  generated  only  36  per  cent  of  the 
energy  produced  by  the  nation's  horse  and  mule  power  in  1902;  in  1912, 
electricity  produced  15  per  cent  more  energy  than  all  the  animal  power 
available.  In  other  terms,  with  1902  as  100,  indexes  of  the  electric  power 
industry  moved  as  follows: 

TABLE  5 
Electric  Capacity,  Output,  Revenue,  1907-17 

Capacity  Output  Revenues 


1907 

232 

236 

202 

1912 

427 

464 

340 

1917 

743 

1,016 

591 

The  value  of  electrical  machinery,  apparatus,  and  supplies  manu- 
factured in  the  United  States  grew  from  $140.8  million  in  1904  to 
$335.1  million  in  1914.  Concentration  of  control  made  parallel  growth. 
In  1890,  Henry  Villard,  the  railroad  financier,  tried  to  merge  the  Edison 
General  Electric  Company  and  the  Thomson-Houston  Electric  Company, 
which  owned  important  patents  in  the  power  and  arc  lighting  field.  By 
1893,  stocks  had  been  exchanged  and  a  new  General  Electric  Company 
was  incorporated  under  the  laws  of  New  York.  Meanwhile,  in  1891,  the 
Westinghouse  Company  became  the  successor,  in  reorganization,  to  the 
Western  Electric  Company  of  1886.  In  1896,  Westinghouse  and  General 
Electric  decided  to  recognize  each  other's  patents  and  even  to  pool  their 
use.  As  a  result,  competition  in  the  field  almost  disappeared  until  1910, 
when  the  principal  patents  expired.  In  1913,  Allis-Chalmers,  successor 
to  a  New  Jersey  corporation  of  1901,  appeared  as  a  competitor  able  to 
supply  almost  all  the  equipment  needed  for  a  power  station.  Not  until 
1925  did  a  fourth  competitor  emerge,  and  that  was  merely  the  American 
division  of  the  Swiss  Brown-Boveri  Company.  Use  of  patent  control  to 
consolidate  companies  and  dominate  markets  foreshadowed  develop- 
ments which  became  increasingly  significant  as  technological  change, 
rather  than  mere  expansion,  constituted  the  dynamic  factor  in  the 
economy. 

Government  and  the  Trusts.  How  effective  was  government  in  preserv- 
ing a  free  market  when  confronted  by  such  developments?  Hardly  at  all. 
Concrete  proposals  were  emerging,  these  among  others:  a  federal  incor- 
poration law;  control  over  company  capitalizations;  abolition  of  holding 
companies;  outlawing  of  unfair  trade  practices.  Congress,  however,  took 
little  notice  of  such  ideas.  But  two  acts  of  any  importance  were  passed 
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during  the  period  1900-12,  and  both  of  these  came  in  1903.  The  first  con- 
cerned itself  with  procedure  and  was  designed  to  hasten  court  action, 
by  requiring  the  federal  circuit  courts  to  give  precedence  to  cases  in 
equity  rising  out  of  the  Sherman  Law  (and  the  Interstate  Commerce 
Act).  The  second,  in  response  to  Roosevelt's  suggestion,  established  a 
Bureau  of  Corporations  in  the  newly  created  Department  of  Commerce 
and  Labor;  and  to  this  agency  was  given  the  power  of  making  investiga- 
tions into  the  affairs  of  corporations  engaged  in  interstate  commerce. 
The  first  chief  of  this  bureau  was  James  R.  Garfield,  later  Roosevelt's 
Secretary  of  the  Interior,  and  under  him  a  series  of  vigorous  inquiries  was 
conducted.  The  reports  published  on  the  Standard  Oil  Company  and  the 
American  Tobacco  Company  were  of  material  assistance  to  the  Depart- 
ment of  Justice  in  the  suits  filed  against  these  corporations.  During  the 
six  years  1903  to  1909  but  one  bill,  applying  to  trusts,  ever  got  out  of  the 
Congressional  committees,  and  this  measure  died  in  the  Senate. 

How  vigorously  were  prosecutions  of  trusts  pushed?  During  the  seven 
and  a  half  years  of  the  Roosevelt  administration,  Knox  and  Bonaparte  in 
the  Department  of  Justice  brought  18  bills  in  equity,  obtained  25  indict- 
ments, and  participated  in  one  forfeiture  proceeding.  Actions  were  filed 
against  outstanding  corporate  groups,  the  more  notable  being  the  so- 
called  Oil,  Tobacco,  Powder,  and  Beef  Trusts.  Too,  proceedings  were 
started  against  a  number  of  important  railroad  combinations,  including 
the  Northern  Securities  Company,  the  Reading  Company,  the  Union 
Pacific  Railroad  Company,  and  the  New  York,  New  Haven,  and  Hartford 
Railroad  Company.  The  record  of  the  Taft  administration  exceeded  this. 
A  total  of  43  proceedings  had  been  the  fruit  of  Roosevelt's  labors.  Taft's 
Attorney  General,  George  Wickersham,  was  responsible  for  90  suits: 
46  bills  in  equity,  43  indictments,  and  1  contempt  proceeding.  And  these 
were  some  of  the  combinations  moved  against:  the  United  States  Steel 
Corporation,  the  American  Sugar  Refining  Company,  the  United  Shoe 
Machinery  Company,  the  International  Harvester  Company,  the  National 
Cash  Register  Company,  the  Corn  Products  Refining  Company,  and  the 
General  Electric  Company. 

Up  to  1911,  the  Supreme  Court  continued  to  be  guided  by  the  prin- 
ciples enunciated  in  the  Trans-Missouri  Freight  Association  case  (166 
U.S.  290,  1897):  the  Sherman  Act  applied  to  every  contract,  combination 
or  conspiracy  in  restraint  of  interstate  commerce  or  trade;  whether  reason- 
able or  not,  all  such  restraints  were  forbidden.  Hence,  when  contracts  or 
combinations  in  restraint  of  trade  were  proved,  such  activities  were  con- 
demned and  a  number  of  prominent  corporations  were  ordered  dissolved. 
The  Northern  Securities  case  of  1904  has  already  been  mentioned.1  An- 

1  See  above,  p.  50. 
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other  outstanding  suit  was  that  filed  against  the  Beef  Trust,  with  Swift 
and  Company,  Armour  and  Company,  and  Nelson  Morris  and  Company 
for  principal  members.  In  1902,  these  packers,  acting  with  several  others, 
had  formed  the  National  Packing  Company  for  the  purpose  of  buying 
up  a  number  of  independents  in  the  Middle  West.  The  federal  law 
officers  appealed,  successfully,  for  an  injunction  restraining  the  members 
of  the  Beef  Trust  from  engaging  in  certain  practices  calculated  to  check 
competition  in  the  slaughtering  and  meat-packing  business,  and  on  Janu- 
ary 30,  1905,  the  United  States  Supreme  Court  concurred  in  the  findings 
of  the  lower  courts  (196  U.S.  375).  The  decree  enjoined  the  packers  from 
using  the  following  methods  to  strangle  competition:  agreements  among 
themselves  not  to  bid  against  one  another;  the  fixing  of  prices  offered  live- 
stock dealers  and  the  fixing  of  the  resale  price  of  dressed  beef;  the  main- 
tenance of  a  blacklist;  fixing  of  excessive  charges  for  cartage;  obtaining 
rebates  from  railroads.  The  National  Packing  Company  was  not  dissolved, 
and  after  the  lapse  of  a  short  interval  its  members  continued  with  their 
old  methods,  even  successfully  fighting  off  criminal  prosecution  on  the 
score  that  they  had  obtained  immunity  when  they  divulged  their  trade 
practices  to  the  federal  Bureau  of  Corporations.  Despite  popular  clamor 
against  the  packers,  the  courts  refused  to  entertain  any  further  suits 
against  them.  Thus,  in  1910  a  dissolution  proceeding  brought  against  the 
National  Packing  Company  was  dropped  and  criminal  indictments  were 
quashed  or  the  defendants  were  released.  Ten  years  later,  as  we  shall  see, 
federal  action  against  the  packers  met  with  more  success. 

In  1911,  however,  in  the  Standard  Oil  and  American  Tobacco  cases, 
the  Supreme  Court  abandoned  the  position  it  had  taken  in  1897  when  it 
had  declared  that  all  combinations  in  restraint  of  trade,  whether  reason- 
able or  unreasonable,  were  illegal.  The  new  decisions  laid  down  the  "rule 
of  reason/'  that  is  to  say,  declared  that  combinations  only  in  unreasonable 
restraint  of  trade  could  be  enjoined  or  ordered  dissolved.  In  November, 
1906,  the  government  had  brought  suit  against  the  Standard  Oil  Company 
of  New  Jersey,  70  subsidiaries  and  7  individuals,  on  the  ground  of  viola- 
tion of  the  Sherman  Law.  In  1909,  the  federal  circuit  court  held  that  the 
combination  was  a  monopoly  and  its  acts  were  in  restraint  of  trade,  and 
ordered  the  dissolution  of  the  holding  company.  The  Supreme  Court 
heard  the  defendants'  appeals  during  1910  and  1911;  on  May  15,  1911,  it 
handed  down  its  decision  (221  U.S.  1).  The  decree  of  the  circuit  court 
was  affirmed  and  the  holding  company,  the  Standard  Oil  Company  of 
New  Jersey,  was  ordered  to  be  dissolved  into  its  component  parts.  More 
important  than  this  action,  however,  was  the  dictum  enunciated  by  the 
court.  In  an  opinion  written  by  Chief  Justice  White  in  which  the  whole 
bench,  with  the  exception  of  Justice  Harlan,  concurred,  the  dissent  of  the 
minority  in  the  Trans-Missouri  case  now  became  the  majority  opinion  of 
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the  Court.  After  elaborately  examining  Sections  1  and  2  of  the  Sherman 
Law,  bearing  on  restraint  of  trade  and  combinations  and  conspiracies  for 
purposes  of  monopoly,  the  Chief  Justice  declared: 

The  statute,  under  this  view,  evidenced  the  intent  not  to  restrain  the  right  to 
make  and  enforce  contracts,  whether  resulting  from  combinations  or  otherwise, 
which  did  not  unduly  restrain  interstate  and  foreign  commerce,  but  to  protect 
the  commerce  from  being  restrained  by  methods,  whether  new  or  old,  which 
would  constitute  an  interference  that  is  an  undue  restraint. 

In  other  words,  concluded  White,  because  Sections  1  and  2  were  so 
sweeping,  to  apply  them  "necessarily  called  for  the  exercise  of  judgment"; 
and  "this  required  that  some  standard  should  be  resorted  to  for  the  pur- 
pose of  determining  whether  the  prohibitions  contained  in  the  statute 
had  or  had  not  in  any  given  case  been  violated."  Such  a  standard  was  the 
"rule  of  reason,"  and  the  only  agency  that  might  measure  out  its  magical 
quantities  was,  of  course,  the  Supreme  Court. 

A  parallel  finding  was  set  forth  in  the  case  of  the  American  Tobacco 
Company  on  May  29,  1911  (221  U.S.  106).  This  suit  had  been  brought  in 
July,  1907,  against  the  holding  company,  the  American  Tobacco  Company 
of  New  Jersey,  67  American  subsidiaries,  2  English  subsidiaries,  and  29 
individuals.  The  circuit  court,  in  November,  1908,  had  found  the  com- 
bination illegal  and  had  ordered  its  dissolution.  By  a  similar  decision, 
again  with  only  Harlan  dissenting  against  the  "rule  of  reason"  dictum, 
the  Supreme  Court  affirmed  the  verdict  of  the  lower  court  on  the 
basis  of  the  "rule  of  reason."  As  a  result  of  the  Court's  action,  these  great 
holding  companies  were  disbanded  and  competition  was  again,  presum- 
ably, untrammeled.  Of  course,  nothing  of  the  sort  occurred  immediately, 
for  the  same  persons  who  had  dominated  the  activities  of  the  trusts  were 
in  control  of  the  smaller  companies;  the  holding  company,  as  a  device, 
was  merely  supplanted  by  the  earlier  "community  of  interest"  arrange- 
ment. Americans  were  not  to  be  blamed  for  refusing  to  excite  themselves 
over  what  President  Taft  hailed  as  a  great  legal  victory. 

Money  and  Credit.  Although  the  Currency  Act  of  1900  settled  the 
monetary  basis  of  the  nation,  serious  monetary  problems  remained  to  be 
solved.  The  National  Bank  Act  of  1863  continued  to  govern  federal  mone- 
tary policy.  According  to  that  law,  currency  issues  were  linked  to  the 
national  debt.  To  be  sure,  the  Currency  Act  of  1900  allowed  national 
banks  to  issue  $100  in  currency  for  every  $100  they  held  in  bonds  (instead 
of  the  $90  permitted  by  the  law  of  1863).  Nevertheless,  the  volume  of  the 
currency  still  depended  on  the  price  of  bonds,  not  the  needs  of  business. 
As  a  result,  cyclical  fluctuations  were  intensified.  In  boom  times,  when 
bond  prices  dropped,  banks  bought  bonds  and  issued  currency.  In  hard 
times,  when  bond  prices  rose  as  safety  and  liquidity  became  more  vafcs.- 
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able  than  the  chance  for  profit,  banks  sold  bonds  and  retired  currency. 
Yet  added  currency  reinforced  boom,  while  shrinking  money  supplies 
tended  to  deepen  depression.  A  second  factor  increasing  the  force  of 
cyclical  fluctuations  was  the  requirement  that  country  banks  keep  their 
reserves  in  reserve  cities,  which  sent  them  to  central  reserve  cities,  New 
York  particularly.  In  New  York,  banks  lent  these  reserves  on  call,  gen- 
erally to  finance  loans  to  brokers.  At  first  scent  of  stress,  the  country  banks 
withdrew  their  deposits,  the  New  York  banks  called  their  loans,  weaker 
brokerage  houses  failed,  and  panic  spread  outward  in  ever-widening 
circles. 

The  inadequacy  of  the  National  Bank  Act  had  been  evident  in  1873, 
1884,  and  1893.  In  October,  1907,  a  brief  panic  struck  New  York.  Thirteen 
banks  closed,  beginning  with  the  Knickerbocker  Trust  Company  whose 
failure  precipitated  the  crisis.  Several  railroads  went  into  receivership, 
wages  fell,  employment  shrank,  and  Roosevelt's  opponents  in  the  finan- 
cial community  blamed  his  attacks  on  consolidations  for  the  loss  of  busi- 
ness confidence.  The  President  hastened  to  prove  his  Administration 
guiltless:  Assistant  Secretary  of  the  Treasury  George  B.  Cortelyou  made 
deposits  of  $35  million  in  Treasury  funds.  Roosevelt  himself  approved  a 
Morgan  proposal  that  United  States  Steel  buy  the  Tennessee  Coal  and 
Iron  Company,  although  the  merger  would  materially  decrease  competi- 
tion in  the  industry.  The  Wall  Street  firm  of  Moore  -and  Schley  held  $3 
million  in  Tennessee  Coal  and  Iron  stock  for  which  it  could  find  no  buy- 
ers; only  the  proposed  consolidation  could  make  its  holdings  salable, 
prevent  its  failure,  and  so  damp  down  a  threatened  flare  of  bankruptcies. 
(Later,  it  appeared  that  the  U.  S.  Steel  Corporation  had  used  the  emer- 
gency to  acquire  for  $40  million,  stock  worth  about  double  that  figure. ) 

As  a  result  of  the  crisis  of  1907,  Congress  passed  the  Aldrich-Vreeland 
Act  in  1908.  For  a  limited  period  (later  extended  to  1915),  this  allowed 
banks  to  issue  emergency  currency— whose  prompt  retirement  was  spurred 
by  heavy  taxation— on  the  basis  of  approved  municipal,  county,  and  state 
securities,  or  through  the  deposit  of  commercial  paper  with  voluntary 
National  Monetary  Associations,  much  like  the  clearing  houses  which  had 
issued  an  extralegal  currency  of  their  own  during  the  1907  emergency. 
More  important  than  the  emergency  currency,  which  was  not  issued  until 
1914,  was  the  National  Monetary  Commission  set  up  by  the  law.  For  four 
years,  the  Commission,  with  Senator  Aldrich  of  Rhode  Island  as  chair- 
man, studied  banking  practice  at  home  and  abroad.  In  1912,  it  presented 
its  report,  in  40  volumes,  and  offered  a  measure  for  reform  of  the  banking 
system.  The  Aldrich  bill  proposed  a  single  central  bank  ruled  by  bankers 
with  no  real  government  control.  Although  the  Aldrich  bill  itself  never 
came  before  Congress,  it  received  much  public  attention  and  contributed 
to  the  Federal  Reserve  System  which  Congress  was  soon  to  create. 
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The  Money  Power.  As  the  National  Monetary  Commission  presented 
its  report  in  1912,  another  Congressional  committee  set  out  on  the  investi- 
gator's path.  The  House  Committee  on  Banking  and  Currency,  now  in 
Democratic  hands,  appointed  a  subcommittee,  with  Arsene  Pujo  of 
Louisiana  as  chairman,  to  inquire  into  concentration  of  control  in  money 
and  credit.  With  Samuel  Untermyer  as  counsel,  the  proceedings  of  the 
Pujo  Committee  soon  made  headlines.  Testimony  elicited  from  reluctant 
witnesses  and  elaborate  statistical  exhibits  made  the  Pujo  report  an  im- 
portant contribution  to  knowledge  of  the  economy  in  operation.  The 
report  of  the  Industrial  Commission  of  1900-2  had  shown  the  growth  of 
large-scale  enterprise  and  of  concentration  in  industry.  The  Pujo  report 
revealed  that  one-fifth  of  the  nation's  banking  resources  were  held  in  New 
York.  That  figure  took  no  account  of  the  great  private  banking  houses 
which  dealt  in  both  securities  and  commercial  loans.  By  interlocking 
directorates,  stock  ownership,  and  nominally  independent  transactions 
among  partners,  private  banking  houses  like  J.  P.  Morgan  and  Company 
of  New  York  established  intimate  relations  with  national  banks  and  in- 
surance companies.  In  1910,  for  instance,  $3  million  spent  to  buy  Equi- 
table Life  Assurance  Company  stock  gave  the  community  of  interest 
centering  in  the  Morgan  concern  control  of  $504  million  in  assets,  to  say 
nothing  of  chances  for  profit  in  disposing  of  bank  and  trust  company  stock 
which  the  New  York  State  Legislature  required  the  Equitable  to  divest 
itself  of. 

A  struggle  to  secure  rule  of  the  Equitable  had  provoked  the  New  York 
World  to  demand  legislative  inquiry  into  the  insurance  business.  Re- 
luctantly, Governor  Higgins  of  New  York  agreed  to  an  investigation  in 
1905.  Charles  Evans  Hughes,  counsel  for  the  legislative  committee, 
showed  spectacularly  irresponsible  dealing  by  insurance  company  execu- 
tives. In  justification,  their  lobbyist,  Andrew  Hamilton,  told  the  investi- 
gators that  there  was  a  Tiigher  law  which  great  enterprises  have  a  right 
to  command."  In  1906,  nonetheless,  the  New  York  legislature  adopted 
remedial  legislation.  This  mutualized  life  insurance  companies  to  allow 
policyholders  to  participate  in  the  choice  of  directors.  It  forbade  insurance 
companies  to  participate  in  underwriting  syndicates  and  required  them 
to  dispose  of  speculative  securities  or  ownership  of  banks  and  trust  com- 
panies. It  limited  the  amount  of  new  business  a  company  might  write 
in  any  one  year.  In  addition,  the  law  banned  insurance  company  con- 
tributions to  party  campaign  funds  and  required  that  lobbyists  register. 
The  New  York  law  did  not  regulate  industrial  insurance,  the  weekly- 
payment  policies  upon  which  so  many  workmen  relied  to  meet  funeral 
expenses.  In  Massachusetts,  the  revelations  of  the  New  York  inquiry  led 
to  corrective  legislation  of  a  different  type.  Under  the  influence  of  Louis 
D.  Brandeis,  in  1907,  the  Massachusetts  legislature  passed  a  law  permit- 
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ting  savings  banks  to  write  small  life-insurance  policies.  This  competition 
forced  a  20  per  cent  cut  in  premium  and  certain  concessions  in  the  terms 
of  industrial  policies.  In  1938,  New  York  finally  followed  Massachusetts' 
example  and  allowed  savings  banks  to  write  life  insurance  policies  of 
limited  amounts;  in  addition,  it  barred  further  weekly-payment  endow- 
ment policies. 

The  rise  of  the  investment  banking  houses,  with  which  these  insurance 
companies  were  linked,  was  a  characteristic  of  the  period;  indeed,  if  we 
may  name  an  outstanding  aspect  of  the  age,  it  was  the  domination  of 
business  and  financial  policy  by  these  so-called  finance  capitalists.  They 
appeared  in  the  1880's  and  saw  the  heyday  of  their  careers  between 
1900  and  1930.  The  "Wall  Street"  of  fact  and  fiction  did  exist  for  a  gen- 
eration—but the  1930's  saw  its  end.  We  may  anticipate  our  story  by  noting 
why  "Wall  Street"  disappeared:  ( 1 )  The  regulatory  legislation  of  the  New 
Deal— the  Banking  Act  of  1933,  Securities  and  Exchange  Commission  Act 
of  1934,  and  the  Holding  Company  Act  of  1935-was  important  in  de- 
priving the  investment  banking  houses  of  their  influence.  (2)  But  per- 
haps more  significant  was  the  declining  role  of  the  money  market  in  the 
financing  of  the  needs  of  the  country's  great  companies.  They  either  used 
their  reserves,  turned  to  the  insurance  companies  or  went  to  the  com- 
mercial banks  directly  for  term  loans.  (3)  And  with  the  death  of  the  great 
controllers  and  manipulators  of  Wall  Street— J.  P.  Morgan,  Jacob  H.  Schiff, 
George  F.  Baker,  Thomas  F.  Ryan-the  investment  banking  business  lost, 
never  to  regain,  its  aggressive  leadership. 

The  reputed  ruler  of  the  empire  of  finance  was  J.  Pierpont  Morgan, 
head  of  the  New  York  firm  of  J.  P.  Morgan  and  Company.  The  Morgan 
house  had  originated  in  1837,  when  the  London  bankers,  George  Peabody 
and  Company,  began  to  float  American  securities.  In  1864,  Junius  S. 
Morgan  supplanted  Peabody,  and  in  the  same  year  his  son,  J.  P.  Morgan, 
(who  arrived  in  New  York  in  1857)  formed  an  American  branch.  In  1871, 
the  younger  Morgan  entered  into  a  partnership  with  the  Philadelphia 
Drexels,  and  this  new  banking  house  began  to  play  a  significant  role  in 
the  refunding  of  the  Civil  War  loans.  When  the  Philadelphia  banking 
firm  of  Jay  Cooke  failed  in  1873,  the  Drexel-Morgan  group  became  the 
outstanding  American  bankers  and,  largely  supported  by  their  powerful 
London  connections,  succeeded  in  rehabilitating  many  of  America's  im- 
portant railway  companies.  In  1885,  Morgan  sold  $25  million  worth  of 
W.  H.  Vanderbilt's  New  York  Central  stock  in  the  London  money  market; 
in  1887,  he  refinanced  the  Baltimore  and  Ohio;  in  1888,  he  handled  the 
Chesapeake  and  Ohio's  financial  program;  in  1893,  he  formed  the  South- 
ern Railway  Company.  The  Erie,  the  Reading,  the  Hocking  Valley,  and 
the  Northern  Pacific  were  also  to  have  the  assistance  of  Morgan's  magic 
hand. 
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In  the  90's,  Morgan  turned  to  steel,  and  his  successful  financing  of  the 
Federal  Steel  Company,  the  National  Tube  Company,  and  the  American 
Bridge  Company  made  it  inevitable  that  his  house  should  be  the  promoter 
of  the  country's  first  billion-dollar  corporation,  the  United  States  Steel 
Corporation,  launched  in  1901.  In  the  early  1900's,  Morgan's  firm  also 
advanced  its  influence  into  the  concerns  of  the  following  American  indus- 
trial corporations:  the  International  Mercantile  Marine  Company,  the 
International  Harvester  Company,  the  General  Electric  Company,  the 
American  Telephone  and  Telegraph  Company,  the  Western  Union  Tele- 
graph Company,  the  Interborough  Rapid  Transit  Company  (operators  of 
New  York  City's  first  subway),  the  Hudson  and  Manhattan  Company 
(builders  of  the  railway  tubes  under  the  Hudson  River),  and  the  great 
Equitable  Life  Assurance  Society.  Morgan  partners  sat  on  the  boards  of 
all  these  companies  and  helped  in  the  guidance  of  their  financial  opera- 
tions. In  1899,  Morgan  participated  in  an  international  syndicate,  marking 
the  first  appearance  on  equal  terms  of  American  bankers  in  the  company 
of  the  European  moneylenders.  J.  P.  Morgan  and  Company,  in  association 
with  J.  S;  Morgan  and  Company  of  London,  the  Deutsche  Bank,  and  the 
Dresdener  Bank,  issued  a  Mexican  refunding  loan  of  $113,500,000,  and 
bonds  were  sold  simultaneously  in  the  Berlin,  London,  and  New  York 
markets.  This  venture  was  soon  followed  by  others,  and  in  1904  Speyer 
and  Company  floated  a  Cuban  loan  and  Kuhn,  Loeb  and  Company,  aided 
by  British  bankers,  floated  a  Japanese  loan  on  the  New  York  and  London 
markets.  While  Europe  was  still  the  world's  banker  and  continued  so 
until  1914,  these  performances  indicated  that  American  capital  was  to 
be  reckoned  with  in  the  international  money  market. 

The  National  City  Bank  of  New  York  followed  not  very  far  behind  the 
House  of  Morgan,  largely  because  the  Rockefeller  wealth  supported  it. 
In  fact,  as  a  banking  institution,  it  was  the  most  powerful  one  in  the 
country.  Headed  by  James  Stillman  and  supported  personally  by  William 
Rockefeller,  the  National  City  Bank,  by  the  early  1900's,  was  figuring  in 
the  destinies  of  the  New  York,  New  Haven  and  Hartford  Railroad  Com- 
pany, the  Amalgamated  Copper  Company,  the  Consolidated  Gas  Com- 
pany of  New  York,  the  Mutual  Life  Insurance  Company,  and  some  fifty 
lesser  banking  houses. 

A  third  great  banking  power  was  the  First  National  Bank  of  New  York, 
whose  presiding  genius  was  George  F.  Baker.  A  fourth  was  the  investing 
house  of  Kuhn,  Loeb  and  Company,  headed  by  Jacob  H.  Schiff,  a  German 
Jew.  Schiff  was  second  only  to  Morgan  in  acting  as  the  financier  of  great 
American  railway  systems  and  his  union  with  Harriman  had  made  pos- 
sible the  reorganization  of  the  Union  Pacific.  Other  banking  groups  of 
importance,  in  the  early  1900's,  were  Lee,  Higginson  and  Company  and 
Kidder,  Peabody  and  Company,  both  of  Boston  and  New  York. 
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Upon  these,  by  authorization  of  the  House  of  Representatives,  the  Pujo 
Committee  descended  in  May,  1912.  It  set  itself  the  task  of  inquiring  into: 
(1)  the  operations  of  clearing  house  associations;  (2)  the  business  of  the 
New  York  Stock  Exchange;  (3)  the  concentration  of  control  of  money  and 
credits.  The  existence  of  the  Money  Power  was  what  troubled  the  inquisi- 
tors, and  their  report  was,  therefore,  concerned  largely  with  the  last  of  the 
three  indicated  purposes.  The  committee  found  what  it  considered  a  truly 
dangerous  state  of  affairs.  The  combined  resources  of  J.  P.  Morgan  and 
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Company,  the  National  City  Bank,  and  the  First  National  Bank  totaled 
$632,000,000.  If  to  the  resources  of  these  were  added  those  of  their  affili- 
ated New  York  banks  and  the  Equitable  Life,  then  the  total  was  really 
$2,104,000,000.  The  partners  of  the  three  banking  groups  held  341  direc- 
torships in  112  corporations  whose  combined  capitalization  was  $22,250,- 
000,000.  In  addition,  not  only  were  the  activities  and  interests  of  the 
bankers  interrelated  but  by  the  device  of  interlocking  directorates  control 
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of  these  crucial  enterprises  was  concentrated  in  the  hands  of  the  same  few 
persons. 

Thus,  the  Pujo  Committee  reported  that  the  concentration  of  credit  and 
money  did  exist  and  that  this  had  been  brought  about  by  the  following 
methods:  mergers  of  competitive  banks  and  trust  companies;  purchase  of 
stock  in  competitive  banks;  interlocking  directorates;  the  extension  of 
banking  influence  into  insurance  companies,  railway  companies,  and 
public  utilities;  syndicate  financing  of  security  issues.  This  conclusion  was 
therefore  inevitable: 

Your  committee  is  satisfied  from  the  proofs  submitted  . . .  that  there  is  an  estab- 
lished and  well-defined  identity  and  community  of  interest  between  a  few 
leaders  of  finance,  created  and  held  together  through  joint  stock  ownership, 
interlocking  directorates,  partnership,  and  joint-account  transactions,  and  other 
forms  of  domination  over  banks,  trust  companies,  railroads,  and  public  service 
and  industrial  corporations,  which  has  resulted  in  great  and  rapidly  growing 
concentration  of  the  control  of  money  and  credit  in  the  hands  of  these  few  men. 

The  report  was  released  to  the  public  on  February  28,  1913,  four  days 
before  the  inauguration  of  the  new  Democratic  President,  Woodrow 
Wilson.  How  the  New  Jersey  schoolmaster  was  going  to  cope  with  this 
new  monster  was  a  question  frequently  raised  in  the  early  days  of  that 
year. 

Agriculture.  In  contrast  to  concentration  of  control  in  industry  and 
finance,  agriculture  continued  on  a  predominantly  small-scale  basis.  Agri- 
cultural income  and  prices  were  favorable  in  the  decade  1905-15.  Realized 
private  production  income  from  agriculture  stood  at  $3.6  million  in  1905: 
$5.5  million  in  1910;  and  $5.9  million  in  1915.  Farm  crops  increased  in 
purchasing  power  at  the  rate  of  0.7  per  cent  per  year  in  this  period,  while 
producers'  goods  were  falling  at  the  rate  of  0,5  per  cent  a  year.  Neverthe- 
less, farmers  did  not  consider  their  problems  any  nearer  solution.  At  each 
census  tenancy  increased:  the  percentage  of  farms  cultivated  by  tenants 
grew  from  28.4  in  1890  to  35.3  in  1900  and  37.0  in  1910.  The  proportion 
of  mortgaged  farms  did  not  drop  from  the  31  per  cent  reckoned  in  1900, 
Interest  rates  continued  high.  For  this,  farmers  blamed  the  "money 
power"  whose  existence  the  Pujo  Committee  demonstrated.  They  also 
blamed  the  national  banking  system.  Although  the  Currency,  Act  of  1900 
lowered  from  $50,000  to  $25?000  the  minimum  capitalization  for  national 
banks  in  communities  with  fewer  than  6,000  people,  national  banks  were 
still  forbidden  to  lend  money  on  mortgages.  For  long-term  credit,  farmers 
must  resort  to  insurance  companies,  mortgage  companies,  and  private 
lenders.  These  exacted  full  measure  for  their  money:  high  interest  rates 
increased  by  service  charges  and  further  multiplied  by  need  for  frequent 
renewal  premiums— since  mortgages  were  issued  for  relatively  short 
periods  and  without  amortization  provisions— made  agricultural  progress 
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difficult,  For  intermediate  credit  to  finance  crops  and  their  marketing, 
farmers  must  either  increase  their  mortgage  debt  or  depend  on  local 
banks  with  inadequate  resources. 

Labor.  Like  farmers,  organized  workers  felt  themselves  the  losers  as 
new  economic  patterns  took  form.  Although  employment  mounted  faster 
than  output  between  1904  and  1914-with  1910  as  100,  the  index  of  the 
number  of  wage  earners  in  manufacturing  increased  at  2.12  per  cent  per 
year  while  the  output  index  rose  only  1.7  per  cent  per  year— real  wages 
remained  all  but  stationary;  in  manufacturing,  real  wages  dropped  at  the 
rate  of  0.1  per  cent  per  year.  Declines  were  particularly  marked  in  the 
textile  and  iron  and  steel  industries  and  among  the  unskilled.  The  latter 
considered  themselves  particularly  affected  by  the  competition  of  immi- 
grants who  entered  the  United  States  at  the  average  of  879,539  each  year 
between  1901  and  1910. 

Meanwhile,  efficient  employer  counterattack  rn^et  workers'  efforts  to 
improve  their  conditiop.  through  organization.  In  tjie  first  fifteen  years  of 
the  century,  the  National  Metal  Trades  Association,'  the  National  Associa- 
tion of  Manufacturers,  and  the  American  Anti-Boycott  Society  banded 
employers  together  to  block  enactment  of  protective  legislation  and  to 
wage  war  on  the  propaganda  front.  In  addition,  skilful  use  of  legal  ma- 
chinery forced  labor  organization  to  act  on  the  very  fringes  of  legality. 

This  was  the  result  of  a  notable  series  of  Supreme  Court  decisions.  In  the 
Danbury  hatters  case  (Loewe  v.  Lawlor  [208  U.S.  274,  1908]),  the  high 
court  ruled  that  a  boycott  against  the  product  of  an  antiunion  manufac- 
turer constituted  restraint  of  trade  under  the  Sherman  Antitrust  Act.  Fur- 
thermore, each  member  of  the  accused  hatters'  union  was  responsible  for 
its  acts;  his  property,  therefore,  was  liable  to  seizure  for  payment  of  the 
damages  assessed  against  it.  Workingmen  were  denied  the  right  to  mo- 
bilize their  purchasing  power  and  use  that  as  an  economic  weapon.  The 
effect  of  the  Bucks  Stove  case  (Bucks  Stove  and  Range  Co.  v.  American 
Federation  of  Labor,  et  al  [219  U.S.  581, 1907];  [221  U.S.  418, 1911] )  was 
similar,  although  the  Sherman  Act  was  not  involved.  Strikes  and  other 
union  action  had  often  been  barred  by  the  courts  through  the  issuance 
of  injunctions.  When  the  AFL,  through  its  magazine,  The  Federationist, 
attempted  to  inform  its  readers  of  a  strike  at  the  Bucks  Stove  Company 
in  St.  Louis,  an  injunction  forbade  the  Federation  and  its  officers  to  urge 
their  members  and  sympathizers  not  to  buy  Bucks  stoves  and  even  banned 
mention  of  a  labor  dispute  in  the  plant.  The  Supreme  Court  upheld  the 
validity  of  the  injunction.  Consequently,  on  pain  of  punishment  for  con- 
tempt of  court,  labor  unions  and  their  members  might  be  denied  the  right 
to  speak,  as  well  as  to  act,  in  protection  of  their  wage  and  hour  standards. 
Employers,  meanwhile,  were  permitted  to  impose  the  "yellow-dog"  con- 
tract?  binding  workers  not  to  join  a  union,  as  a  condition  of  being  hired. 
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In  Hitchman  Coal  and  Coke  Co.  v.  Mitchell  (245  U.S.  229,  1917),  the 
Supreme  Court  upheld  a  West  Virginia  injunction,  issued  in  1909,  which 
forbade  the  United  Mine  Workers  from  trying  to  win  recruits  among 
the  miners  of  an  employer  who  had  forced  such  a  contract  upon  them, 
Previously,  in  1908  (Adair  v.  17.S.  [208  U.S.  161] ),  the  Supreme  Court  had 
ruled  that  Congress  might  not  interfere  with  freedom  of  contract  by  for- 
bidding railroads  to  discharge  workers  because  of  membership  in  a  union. 

Organized  labor  did  not  bear  such  attacks  meekly.  The  AFL  grew  in 
numbers,  increasing  by  430,000  members  between  1905  and  1914.  It  be- 
seiged  legislatures  and  political  parties  with  its  lobby,  urging  a  check 
upon  courts'  powers  to  issue  injunctions  in  labor  disputes.  Steadily,  in 
trades  where  its  constituent  unions  had  a  foothold,  Federation  leaders 
pressed  for  recognition  and  trade  agreements  as  a  means  of  avoiding 
costly  strikes.  Steadily,  too,  Samuel  Gompers  and  other  Federation  leaders 
tried  to  make  organized  labor  respectable.  In  1901,  they  won  a  degree  of 
success  when  representatives  of  labor  and  employers  joined  in  a  National 
Civic  Federation  which  made  itself  available  for  mediation  and  discus- 
sion in  industrial  disputes. 

But  Gompers'  "voluntarism"  really  achieved  no  significant  victories. 
Gompers,  unlike  European  socialists,  was  committed  to  independent  ac- 
tion by  trade  unionism;  public  paternalism,  or  intervention  through  social 
security  legislation,  he  would  not  brook.  Labor's  advances  would  come 
with  control  over  the  job  through  trade  union  recognition,  the  closed  shop, 
and  collective  bargaining.  Labor  would  take  care  of  its  own  through  its 
own  welfare  funds;  all  it  wanted  from  the  state  (and  its  judiciary)  was 
neutrality.  Thus  Gompers— foe  of  socialism  on  the  one  side  and  employer 
dominance  on  the  other.  But  labor  could  not  obtain  equality  of  bargaining 
power  universally— through  the  contract  and  the  closed  shop— and  where 
it  did  (as  in  the  building  trades  and  on  the  railroads)  it  used  its  monopoly 
of  the  job  to  fight  the  introduction  of  labor-saving  machinery.  Although 
American  unions  increased  their  membership,  the  resistance  of  industry 
to  trade  union  recognition  and  the  failure  to  achieve  the  8-hour  day  gen- 
erally demonstrated  the  fundamental  weakness  of  organized  labor  in  this 
period.  Revolutionary  syndicalism  and  socialism  became  more  and  more 
attractive,  in  consequence. 

Revolutionary  Labor.  The  Industrial  Workers  of  the  World  had  no 
desire  to  make  organized  labor  respectable.  In  1905,  representatives  of 
dissident  AFL  unions— notably  the  United  Brewery  Workers— joined  with 
delegates  from  the  Western  Federation  of  Miners,  the  De  Leon  Socialist 
Trades  and  Labor  Union,  and  a  group  led  by  Eugene  V.  Debs  to  form  a 
new  labor  federation  hostile  to  craft  unionism  and  capitalist  society  alike. 
Efforts  to  win  organized  workers  to  the  view  that  industrial  was  superior 
to  craft  organization  failed  in  1906.  Dissension  within  the  IWW  led  to  a 
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split  among  its  rival  socialist  factions  and  a  further  division  between  the 
skilled  and  unskilled  workers  among  its  members.  Thus,  by  1909,  both 
the  United  Brewery  Workers  and  Western  Federation  of  Miners  returned 
to  the  AFL,  Most  IWW  members  were  unskilled  or  semiskilled  workers 
in  marginal  sectors  of  the  economy— the  labor  camps  of  migratory  agri- 
cultural and  railroad  workers,  rough  new  Western  mining  and  lumbering 
camps,  the  slums  where  immigrants  and  Negroes  were  herded.  Unlike  the 
socialists,  the  IWW  had  no  faith  in  the  ballot.  Craft  unions  it  labelled 
"coffin  societies."  For  the  IWW  would  give  no  hostages  to  fortune  in  the 
shape  of  trade  agreements,  well-paid  permanent  officers,  or  insurance 
funds.  Direct  action  was  the  IWW  plan;  inclusion  of  all  workers  in  an 
organization  which  could  operate  all  industry  was  its  social  goal. 

As  the  IWW  moved  east,  it  conducted  briefly  effective  "sit-down" 
strikes  in  Akron  rubber  factories  and  Michigan  lumber  camps.  More  spec- 
tacular were  its  strikes  in  the  textile  mills  of  Lawrence  and  Paterson 
in  1912  and  1913.  It  failed  in  Paterson,  but  in  Lawrence  the  IWW  suc- 
ceeded in  organizing  the  "unorganizable,"  polyglot  immigrants,  more  than 
half  of  whom  were  women;  and  it  won  wage  increases  for  a  particularly 
low-paid  group.  In  success  or  failure,  the  IWW  was  the  most  spectacular 
of  American  labor  organizations.  It  fought  with  reckless  abandon;  massing 
to  speak  in  towns  where  its  meetings  were  banned;  going  on  hunger 
strikes  in  jail;  counselling  and  practicing  sabotage  if  damage  to  machinery 
and  property  would  serve  its  purpose;  organizing  mass  evacuations  of 
strikers'  children  to  demonstrate  the  unity  of  labor  sentiment;  and  always, 
in  speech  and  song,  flinging  violent  and  often  vulgar  derision  at  its  op- 
ponents. The  IWW-while  it  had  some  links  with  European  syndicalism 
as  far  as  ideology  went— was  a  native  radicalism  that  in  militancy  sought 
the  correction  of  industrial  abuses  and  an  inadequate  wage  structure. 
And  although  the  IWW  talked  revolution,  it  had  no  mechanism  for  the 
seizure  of  political  power,  as  had  the  Russian  Bolsheviks. 

To  students  increasingly  aware  of  social  problems,  the  IWW  seemed 
a  portent.  Portentous,  too,  were  such  outbreaks  of  violence  as  the  Los 
Angeles  Times  explosion,  where  labor  used  dynamite  against  an  anti- 
union  employer,  and  the  struggle  in  the  Colorado  coal  fields,  where 
absentee  antiunion  employers  allowed  their  armed  guards  to  fire  on  tents 
filled  with  women  and  children.  Congress  was  so  roused  that  it  directed 
the  President  to  appoint  a  committee  on  industrial  relations  in  1913.  It 
refused  to  accept  President  Taft's  appointees,  however,  and  it  was  left 
to  the  Wilson  administration  to  carry  on  an  investigation  into  the  cause 
of  industrial  unrest. 

Socialism.  The  growth  of  socialism  was  a  more  important  development, 
although  less  spectacular  than  the  violence  of  revolutionary  syndicalism. 
In  fact,  the  success  of  the  reform  movement  of  the  1900's  was  in  no  slight 
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measure  due  to  the  spread  of  socialism,  whose  doctrines  gained  a  wide 
audience  and  in  time  came  to  be  supported  at  the  polls  by  a  sizable  group 
of  voters.  Socialism  has  had  a  long  history  in  the  United  States,  though  it 
did  not  become  politically  significant  until  the  period  we  have  been 
examining. 

Marx's  Revolution  and  Counter  Revolution,  written  after  the  failure  of 
the  1848  uprisings  in  several  European  countries,  was  first  published 
serially  in  Greeley's  New  York  Tribune.  Also,  Marxian  socialism  was 
brought  into  the  United  States  by  German  immigrants  of  the  50's,  and 
the  American  labor  movement  participated  in  the  work  of  Marx's  First 
International,  which  was  organized  in  1864.  Five  years  later,  the  National 
Labor  Union  elected  a  delegate  to  the  First  International;  in  1872,  the 
office  of  Marx's  organization  was  transferred  to  New  York  in  an  effort  to 
revivify  what  was  already  a  moribund  affair.  But  in  1876  an  independent 
socialist  group  was  launched  in  the  United  States  when  the  Socialist  Labor 
party  held  its  first  convention  at  Philadelphia.  For  fifteen  years  this  body 
led  an  obscure  and  precarious  existence.  Its  attempts  to  secure  labor  sup- 
port met  with  small  success  and  its  future  would  have  been  that  of  other 
dissident  minorities  had  not  two  significant  events  breathed  new  life  into 
it.  These  were  the  publication  of  Edward  Bellamy's  Looking  Backward 
in  1887  and  the  appearance  of  Daniel  De  Leon  on  the  scene. 

Bellamy's  book,  with  its  enticing  picture  of  a  Socialist  commonwealth, 
reached  a  wide  public,  and  at  least  500,000  copies  were  sold.  Clubs  sprang 
up  to  spread  the  new  faith;  an  interest  in  socialism  was  renewed;  and  for 
the  first  time  an  American  audience  gave  ear  to  Socialist  doctrine.  De 
Leon  contributed  the  militancy  needed  to  give  the  movement  continued 
life. 

De  Leon,  a  son  of  a  Dutch  Colonial  official,  came  to  New  York  City 
to  study  and  for  a  time  lectured  at  Columbia  University.  In  the  late 
80's  he  threw  himself  into  the  class  struggle  and  by  1890  had  converted 
the  Socialist  Labor  party  into  a  personal  organ.  His  first  efforts  were 
directed  toward  the  capture  of  the  Knights  of  Labor  and  the  American 
Federation  of  Labor,  and  his  defeat  in  both  these  attempts  only  served 
to  heighten  his  intransigency.  The  American  labor  movement  would  never 
get  anywhere,  he  maintained,  unless  it  surrendered  its  opportunistic 
philosophy  and  adopted  the  revolutionary  creed  of  the  European  trade 
unionists.  For  the  Gompers  brand  of  "pure  and  simple"  trade  unionism, 
he  had  the  utmost  contempt.  Thus  he  wrote  in  1894,  after  Debs's  failure 
in  the  railway  strike: 

The  union  of  the  workers  that  expects  to  be  successful  must  recognize: 

1.  The  impossibility  of  obtaining  a  decent  living  while  capitalism  exists;  the 
certainty  of  worse  and  worse  conditions;  the  necessity  of  the  abolition  of  the 
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wage  and  capitalist  system,  and  their  substitution  by  the  socialist  or  co-opera- 
tive commonwealth,  whereby  the  instruments  of  production  shall  be  made  the 
property  of  the  whole  people. 

2.  The  necessity  of  conquering  the  public  powers  at  the  ballot  box  by  the 
vote  of  the  working  class,  cast  independently. 

De  Leon  pressed  his  fight  along  two  fronts,  the  political  and  the  eco- 
nomic. The  Socialist  Labor  party  nominated  a  Presidential  ticket  in  1892 
and  its  candidates  appeared  on  the  ballots  of  six  states.  The  total  vote 
cast  in  1892  was  21,500;  in  1896,  40,000;  and  in  the  Congressional  elec- 
tions of  1898,  82,000.  In  1895,  to  further  revolutionary  trade  unionism, 
De  Leon  organized  the  Socialist  Trade  and  Labor  Alliance,  which  soon 
attained  a  membership  of  15,000.  Its  chief  strength  lay  in  New  York's 
East  Side,  in  the  so-called  United  Hebrew  Trades.  But  De  Leon's  vitriolic 
tongue  and  his  refusal  to  compromise  with  trade  unionism  were  estrang- 
ing those  socialists  who  hoped  to  attain  the  people's  commonwealth  by 
the  ballot  and  who  were  influenced  by  the  milder  tactics  of  the  British 
Fabians  and  the  German  Social  Democratic  party.  The  result  was  that  in 
1899  the  two  factions  fell  out  and  the  anti-Leonites  joined  the  newly  or- 
ganized Social  Democratic  party. 

The  guiding  forces  directing  the  Social  Democratic  party  were  Victor 
L.  Berger  of  Milwaukee  and  Eugene  V.  Debs,  the  latter  having  been  con- 
verted to  socialism  while  serving  his  jail  sentence  for  contempt  of  court  in 
disregarding  an  injunction  issued  during  the  Pullman  strike  of  1894.  To 
join  their  ranks  came  Morris  Hillquit  and  other  anti-Leonites,  and  the 
result  was  the  creation  of  the  Socialist  Party  of  America  ( 1901 )  with  a 
program  of  immediate  demands  and  a  policy  of  friendliness  toward  trade 
unionism.  The  Social  Democrats,  in  1900,  nominated  Debs  for  the  Presi- 
dency and  polled  96,800  votes.  While  they  advocated  public  ownership 
of  the  means  of  production  and  distribution,  consonant  with  socialist 
doctrine,  they  also  presented  a  long  list  of  immediate  demands,  which 
included  the  extension  of  the  franchise  to  women;  public  ownership  of  all 
industries  controlled  by  monopolies;  public  ownership  of  railroads,  tele- 
graphs, and  public  utilities;  public  ownership  of  mines;  reduction  of  the 
hours  of  labor;  the  inauguration  of  a  system  of  public  works  to  alleviate 
unemployment;  release  of  inventions  for  the  free  use  of  the  public;  na- 
tional labor-legislation  codes;  social-insurance  codes;  equal  civil  and  po- 
litical rights  for  men  and  women;  the  initiative,  referendum,  proportional 
representation,  and  the  recall;  the  abolition  of  war. 

In  the  next  twelve  years  the  Socialists  grew  in  numbers  and  their  pro- 
gram in  prestige.  The  indoctrination  of  trade  union  ranks  was  carried  on 
with  such  success  that  in  1912  Max  S.  Hayes,  a  Socialist,  received  one- 
third  of  the  total  vote  cast  for  the  presidency  of  the  American  Federation 
of  Labor.  The  party  platform  became  more  pointed,  and  its  immediate 
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demands  threw  a  sharp  light  on  the  prevailing  economic  inequalities. 
Thus,  the  1908  platform  had  this  to  say  of  the  class  struggle: 

The  struggle  between  wage-workers  and  capitalists  grows  ever  fiercer  and  has 
now  become  the  only  vital  issue  before  the  American  people.  The  wage-work- 
ing class,  therefore,  has  the  most  direct  interest  in  abolishing  the  capitalist 
system. 

And  these  were  the  immediate  demands: 

L  (General)  Government  relief  for  unemployment  the  collective  ownership 
of  railroads,  the  organization  of  industry,  on  a  national  scale,  the  extension  of 
public  control  over  mines  and  oil  wells,  absolute  freedom  of  the  press  and 
speech. 

II.  (Industrial)  A  shorter  working  day,  abolition  of  child  labor,  compulsory 
insurance  against  unemployment,  illness,  accident,  invalidism.,  old  age,  and 
death. 

III.  (Political)    Inheritance   and  income   taxes,   equal  suffrage,   initiative, 
referendum,  proportional  representation,  recall,  abolition  of  the  Supreme  Court's 
right  to  pass  on  the  constitutionality  of  legislation,  election  of  all  judges  for 
short  terms. 

In  1904,  the  Socialists  once  more  nominated  Debs  and  he  polled  402,400 
votes;  in  1908,  Debs,  again  the  standard-bearer,  got  420,820  votes;  in  1912, 
he  received  897,011  votes.  In  1910,  the  Socialists  of  Milwaukee  elected 
Emil  Seidel  mayor  and  sent  Berger  to  Washington  as  the  first  Socialist 
congressman.  By  1912,  Socialist  councilmen  and  other  local  officials  were 
no  longer  rarities  in  the  municipalities  of  the  country's  industrial  regions. 

The  Socialist  press  was  extensive  and  well  edited  because  of  the  large 
numbers  of  intellectuals  who  carried  the  cards  of  the  party.  In  1912,  when 
the  Socialist  movement  was  at  the  height  of  its  power  in  America,  it  could 
boast  of  5  English  dailies,  8  foreign  language  dailies,  262  English  week- 
lies, 36  foreign  language  weeklies,  10  English  monthlies,  and  2  foreign 
language  monthlies.  The  Appeal  to  Reason,  a  Socialist  English  weekly, 
was  published  from  Girard,  Kansas,  and  reached  a  circulation  of  500,000, 
most  of  it  in  rural  and  small  urban  centers.  The  New  York  Call  (daily) 
was  founded  in  1908;  the  International  Socialist  Review  (monthly)  began 
publishing  in  1900;  the  Masses  (literary  monthly)  made  its  appearance 
in  1911.  Before  the  outbreak  of  World  War  I,  socialism  appeared  to  be 
occupying  a  firm  place  in  the  American  party  system  and  its  adherents 
looked  to  the  future  with  confidence. 


FACTORS  INFLUENCING  THE  REFORM  MOVEMENT 

It  was  to  be  expected  that  the  economic  individualism,  so  characteristic 
of  the  last  quarter  of  the  nineteenth  century,  would  not  be  permitted  to 
reign,  unchallenged,  forever.  Early  mutters  of  revolt  against  the  laissez- 
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faire  doctrine  had  been  heard  in  the  West,  and  out  of  these  demands  for 
government  interference  there  had  appeared  the  Interstate  Commerce  Act, 
the  Sherman  Antitrust  Law,  the  Populist  movement,  and  the  free-silver 
agitation.  The  total  accomplishments  of  the  western  dissidents,  however, 
had  been  slight.  But  the  first  fifteen  years  of  the  twentieth  century  wit- 
nessed the  rise  of  a  new  and  ever-growing  protest  which,  before  it  had 
run  its  course,  was  to  sweep  the  whole  country,  and  was  to  effect  a  pro- 
found transformation  in  popular  attitudes  both  toward  government  itself 
and  toward  the  relations  of  government  and  business.  The  movement  for 
reform  was  general;  but  never  did  there  actually  appear  a  united  senti- 
ment to  support  an  integrated  program.  Said  the  protestants:  there  was 
need  for  greater  intelligence,  more  devotion,  more  honesty  in  government; 
there  was  need  for  positive  programs  of  government  intervention;  there 
was  need  for  the  acceptance,  by  industry,  of  a  greater  responsibility  to- 
ward the  workers  and  the  victims  of  the  industrial  process. 

Beneath  these  attitudes  were  pressures  that  could  not  be  disregarded: 
the  sudden  growth  of  cities  with  their  accompanying  slums;  the  great  in- 
crease in  the  foreign-born  and  the  miserable  wages  they  were  offered;  the 
failure  of  real  wages  to  rise;  monopoly  practices  and  profits;  the  refusal 
of  industrial  leaders  to  come  to  a  realistic  understanding  with  the  leaders 
of  organized  labor;  the  conservatism  of  the  Supreme  Court;  the  sudden 
and  sensational  rise  of  socialism.  The  sentiment  of  reform— always  to  be 
associated  with  left-wing  Protestantism  in  America— was  now  joined  by 
the  concern  over  socialism's  triumphs. 

It  was  no  wonder  that  progressives  in  particular  and  reformers  generally 
found  audiences  in  the  period  1903-13.  There  were  the  conservationists, 
the  settlement  house  workers,  the  suffragists,  the  advocates  of  direct  as 
opposed  to  machine  government,  the  budget  experts,  the  municipal  re- 
formers, the  commission-government  supporters,  the  advocates  of  work- 
menVcompensation  laws,  mothers'  assistance,  and  liberal  factory  codes. 
More  often  than  not,  one  was  to  find  a  small  coterie  of  earnest  persons 
agitating  for  the  acceptance  of  but  one  principle,  or  at  most  a  related 
group  of  them.  And  the  reformers,  very  often,  expressed  not  the  slightest 
interest  in  one  another's  program.  In  other  words,  the  period  saw  no 
organized  or  disciplined  movement,  led  by  recognized  chiefs,  who  had 
designed  a  plan  of  attack  and  who  were  prepared  to  advance  from  the 
capture  of  one  outpost  on  to  the  next.  What  there  was5  really,  was  some- 
thing akin  to  a  mass  movement,  as  though  a  great  horde  of  people  had 
suddenly  become  inspired  by  the  same  objectives  and  had  simultaneously 
hit  upon  the  idea  of  taking  to  the  road.  Indeed,  it  might  be  said  that 
American  democracy  was  on  the  march  in  the  first  decade  and  a  half  of 
the  new  century. 

The  forces  that  had  unleashed  this  curious  movement  were  diverse, 
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some  being  native  and  some  foreign  in  origin.  First,  perhaps  was  the  in- 
fluence of  the  Populist  agitation  which,  though  defeated  in  1896  in  the 
national  arena,  was  to  have  a  profound  and  lasting  effect  in  the  states. 
The  second  influence  was  the  appearance  of  reform  governors,  of  whom 
Robert  LaFollette  in  Wisconsin  was  at  once  typical  and  the  best  known. 
These  men  fought,  often  singlehanded,  to  break  down  the  insidious  alli- 
ance between  business  and  machine  politics,  to  compel  reluctant  legis- 
lators to  give  the  electorate  a  measure  of  direct  government,  and  to  obtain 
enlightened  factory  codes.  The  third  influence  was  a  growing  familiarity 
with  the  doctrines  of  socialism  and  with  the  progress  that  state  socialism 
was  making  in  European  countries  and  in  the  Antipodes.  The  American 
socialist  press,  which  was  remarkably  active  and  intelligent  (because  it 
had  the  whole  of  European  radicalism  from  which  to  draw),  had  a  much 
greater  effect  than  the  support  given  to  its  political  program  showed. 
While  Americans  might  not  be  prepared  to  vote  for  Socialist  candidates, 
they  were  quite  ready  to  believe  many  of  the  things  these  persons  had  to 
say  of  the  deplorable  state  of  affairs  existing  in  government  and  business. 
The  fourth  influence  was  the  appearance  of  the  "muckrakers"  in  the  new 
popular  magazines.  The  fifth  influence  was  the  work  of  the  political  and 
social  thinkers.  These  last  two  we  may  notice  a  little  more  fully. 

The  muckrakers  were  given  their  name  by  Theodore  Roosevelt  in  1906, 
and  he  used  the  term  invidiously.  The  time  had  come  for  a  halt  to  be 
called  on  the  mere  collection  of  noxious  facts  about  business  and  govern- 
ment; let  us,  said  the  President,  turn  our  attention  to  constructive  work. 
But  there  was  no  denying  that  public  enlightenment  could  not  have 
advanced  very  far  without  the  sensational  reporting  of  the  young 
magazine  writers,  who  displayed  a  diligence  in  tracking  down  scandals 
which  was  nothing  less  than  astonishing.  Encouraged  by  the  editors  of  a 
group  of  popular  and  highly  successful  magazines,  staff  contributors  and 
free-lance  writers  scoured  the  land  to  collect  examples  of  existing  cor- 
ruption. They  went  into  the  cities  and  wrote  stories  of  franchise  sales, 
the  fraudulent  letting  of  contracts,  payroll  padding,  the  alliance  of  the 
police  with  vice,  of  foul  slum  dwellings,  and  the  sufferings  of  the  poor. 
They  visited  state  capitols  and  returned  with  tales  of  the  insidious  and 
pervasive  influence  of  lobbyists,  the  bribing  of  legislators,  franchise-grab- 
bing, and  the  workings  of  the  "invisible  government"  of  machine  politics. 
They  looked  into  the  conduct  of  business  enterprise  and  exposed  worth- 
less stock  schemes,  dishonest  insurance  companies,  and  the  crooked  prac- 
tices of  monopolies. 

A  group  of  notable  exposes  appeared  as  a  result.  First  in  the  list  stood 
Ida  M.  TarbelFs  History  of  the  Standard  Oil  Company  which  McClures 
began  printing  in  1903.  Lincoln  Steffens'  Shame  of  the  Cities,  an  exposure 
of  municipal  corruption  in  six  metropolises,  was  printed  in  McClure*s  in 


86  THE  PROGRESSIVE  PERIOD 

1904.  Ray  Stannard  Baker,  for  the  same  magazine,  wrote  Railroads  on 
Trial  in  1905  and  1906.  Everybody's  printed  Thomas  W.  Lawson's  Fren- 
zied Finance  in  1905.  Charles  E.  Russell,  for  the  same  magazine,  wrote  a 
series  of  articles  on  the  Beef  Trust  in  1905.  Judge  Ben  B.  Lindsey,  in  1909, 
wrote  for  Everybody's  a  group  of  articles  on  criminal  law  and  juvenile 
delinquency.  Samuel  Hopkins  Adams,  in  1905,  began  the  publication  of  a 
number  of  articles  in  Colliers  concerning  patent  medicines  and  how 
newspapers  were  being  muzzled  by  the  heavy  advertising  revenues  de- 
rived from  proprietary  medicine  manufacturers.  David  Graham  Phillips, 
in  the  Cosmopolitan,  in  1906,  wrote  a  caustic  series  on  the  business  affilia- 
tions of  United  States  senators. 

Novelists  swelled  the  ranks  of  the  pamphleteers  when  a  number  of 
writers  chose  for  their  themes  the  evil  influences  which  Big  Business 
was  exerting  upon  American  life.  Most  important  of  these  works,  as  a 
document  of  social  injustice,  was  Upton  Sinclair's  Jungle  (1906),  which 
concerned  itself  with  the  Chicago  stockyards.  Frank  Morris'  Octopus 
( 1901 )  had  as  its  subject  the  struggles  of  the  farmers  against  the  domina- 
tion of  the  Southern  Pacific  Railroad;  in  The  Pit  (1902),  he  described  the 
operations  of  traders  on  the  wheat  exchange.  The  novelist  Winston 
Churchill  in  his  Coniston  (1906)  depicted  the  political  processes  in  a 
New  England  state,  while  David  Graham  Phillips  wrote  a  number  of 
novels  of  the  new  plutocracy.  To  the  exposures  of  the  muckrakers  might 
be  traced  certain  definite  reforms:  the  life  insurance  investigations  in 
New  York  State,  the  passage  of  the  Pure  Food  and  Drug  Act  and  the 
Meat  Inspection  Act  by  Congress,  the  purging  by  newspapers  of  their 
advertising  columns,  more  vigorous  control  over  the  listing  of  securities 
by  the  stock  exchanges,  the  formation  of  various  social  work  organiza- 
tions. 

The  political  and  social  thinkers  did  their  share  in  the  organization  of 
American  public  opinion.  In  his  Promise  of  American  Life  (1909)  and 
Progressive  Democracy  ( 1914 ) ,  Herbert  Croly  called  for  the  formulation 
of  a  social  program  and  the  creation  of  a  government  that  would  be 
responsive  to  democracy's  industrial,  political,  and  social  needs.  Hamil- 
tonian  institutions  could  be  utilized  toward  Jeffersonian  ends  (in  this, 
Croly  undoubtedly  inspired  the  New  Nationalism  of  Theodore  Roosevelt 
and  influenced  the  later  New  Deal  of  Franklin  D.  Roosevelt).  Walter 
Lippmann's  A  Preface  to  Politics  (1913)  and  Drift  and  Mastery  (1914) 
were  widely  read.  Deeply  influenced  by  H.  G.  Wells,  Bernard  Shaw,  and 
Graham  Wallas,  this  young  New  York  writer  made  a  brilliant  appeal  for 
a  change  of  motives  in  a  world  dominated  by  the  hunt  for  profits  and 
ruled  over  by  a  routinized  officialdom.  To  humanize  politics,  Lippmann 
pointed  out,  it  was  first  necessary  to  understand  the  needs  and  aspirations 
of  men;  only  then  might  society  begin  its  preoccupation  with  govern- 
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mental  forms.  Walter  Weyl,  in  his  The  New  Democraaj  (1912),  after 
attacking  the  plutocracy  in  business  and  government,  outlined  a  com- 
plete program  for  political  reform.  Jane  Addams  contributed  to  the 
swelling  chorus  her  Newer  Ideals  of  Peace  (1907),  The  Spirit  of  Jouth 
and  the  City  Streets  (1909),  and  A.New  Conscience  and  an  Ancient  Evil 
(1912).  All  these  were  enthusiasts,  all  these  were  sure  that  the  new  day 
could  be  hastened  without  the  need  for  stirring  up  the  class  hatreds  that 
were  so  much  part  of  the  creeds  of  the  socialists  and  syndicalists. 

POLITICAL  PATTERNS 

During  the  Progressive  period,  political  patterns  shaped  themselves 
against  a  background  of  Republican  predominance  and  business  rule. 
Both  faced  challenge  from  the  new  forces.  On  the  level  of  municipal  gov- 
ernment, thoughtful  citizens  studied  the  Janus  face  of  Bossism.  The  Boss 
had  developed  as  a  specialist  in  carrying  elections.  He  used  patronage  to 
hold  his  workers  loyal  and  manipulated  nominating  conventions  to  keep 
his  faction  in  power.  Name  and  party  label  varied  from  city  to  city,  be- 
havior was  much  the  same;  indeed  it  was  possible  for  figures  like  Edward 
Butler  of  St.  Louis  and  George  Cox  of  Cincinnati  to  control  both  parties. 
The  local  Boss  was  amenable  to  traction,  utility,  and  other  "special  in- 
terests." Yet  he  was  costly,  for  he  demanded  rewards— profitable  contracts 
for  himself  and  jobs  for  his  followers-in  exchange  for  cheap  franchises 
and  the  use  of  public  property.  If  efficiency  and  the  need  for  patronage 
clashed,  patronage  emerged  the  victor.  Hence,  American  cities  paid 
high  taxes  for  low  return  in  the  way  of  municipal  services.  Too  fre- 
quently, moreover,  the  Boss  and  the  organization  of  which  he  was  only 
incompletely  the  master,  found  immediate  profit  in  co-operation  with 
lawbreakers.  Respectable  citizens  saw  their  police  taking  tribute  from 
gambling,  vice,  and  theft  and  passing  it  up  through  the  organization. 
Then,  the  same  citizens  who  failed  to  vote  or  participate  in  party  activity 
denounced  corruption.  Occasionally,  when  the  political  atmosphere  be- 
came too  noisome,  they  even  organized  to  oust  corrupt  officials.  The  Good 
Government  forces  demanded  honest  administrators  honestly  elected.  But 
the  "Goo-Goos,"  as  good  government  groups  were  derisively  labelled,  had 
shallow  roots.  However  delusive  the  service  which  the  Boss  and  his  or- 
ganization might  render,  they  at  least  pretended  concern  for  human  needs, 
providing  jobs,  engaging  in  charitable  works,  protecting  minor  offenders 
from  the  consequences  of  misdoing,  and  otherwise  displaying  the  com- 
mon touch. 

During  the  first  decade  of  the  century,  a  new  type  of  reform  adminis- 
tration appeared.  In  1901,  Tom  Johnson  was  elected  Mayor  of  Cleveland. 
Manipulating  street  car  franchises  had  made  Johnson  wealthy;  reading 


88  THE  PROGRESSIVE  PERIOD 

Henry  George  won  him  to  reform.  After  a  term  in  Congress,  Johnson 
turned  to  Cleveland  problems.  His  years  in  office  were  a  succession  of 
battles  with  local  traction  companies,  political  machines,  and  the  provi- 
sions of  a  state  constitution  which  had  not  been  fundamentally  revised 
since  1856.  Johnson  not  only  forced  lower  fares,  the  elimination  of  water 
from  street  railroad  capitalization,  and  fairer  tax  assessments,  he  im- 
proved Cleveland's  facilities  for  recreation  and  education  and  made  its 
penal  institutions  more  effective  and  more  humane.  In  other  Mid- Western 
cities,  mayors  like  Samuel  ("Golden  Rule'')  Jones  and  Brand  Whitlock  of 
Toledo  and  Hazen  Pingree  of  Detroit  showed  the  growth  of  a  new  form 
of  civic  consciousness  tuned  to  the  problems  of  an  industrialized  urban 
world. 

Reformers  in  city  government  were  hampered  by  an  inadequate  in- 
stitutional framework  as  well  as  by  the  machinations  of  Bosses.  Long  lists 
of  officials  to  be  elected,  division  of  responsibility  among  them,  and  lack 
of  home  rule  were  problems  plaguing  all  cities,  The  short  ballot  attempted 
to  meet  the  first  issue  by  reducing  the  number  of  officers  to  be  elected. 
Efforts  at  concentrating  responsibility  varied  from  the  National  Municipal 
League's  model  city  charter— with  a  single-chambered  legislature  and  all 
executive  power  centered  in  the  elected  mayor— to  the  commission  and 
city-manager  plans.  These  attempted  to  take  politics,  in  the  shape  of 
national  party  labels  particularly,  out  of  municipal  government  and  treat 
that  as  the  large  business  enterprise  it  was.  The  new  departures  found 
impetus  in  the  emergency  arising  from  the  Galveston  flood  of  190]  when 
the  city  council  named  a  "city  manager"  to  deal  with  the  administrative 
side  of  local  government.  From  Galveston  the  plan  spread  through  Texas, 
then  north  into  Iowa,  where  Des  Moines  and  Cedar  Rapids  installed  city 
managers  in  1908.  The  plan  owed  part  of  its  rapid  advance  to  Richard  S. 
Childs,  a  New  York  advertising  man,  who  saw  it  as  an  excellent  vehicle 
for  pushing  the  short  ballot.  By  decreasing  the  number  of  officials  to  be 
chosen,  voters  could  select  more  intelligently  and  enforce  responsibility 
more  effectively.  By  1911,  160  cities  had  installed  the  city-manager  plan; 
by  1939,  472  cities,  mostly  in  the  25-50,000  population  class,  had  adopted 
it.  By  1949,  20  per  cent  of  the  urban  population  of  the  United  States  was 
governed  under  charters  providing  for  city  managers,  chosen  by  city 
councils,  and  having  full  charge  of  administration,  as  distinguished  from 
policy  making.  The  new  plan  did  not  eliminate  politics  or  machine  in- 
fluences from  city  government.  It  did  lessen  graft  and  waste,  improve  ad- 
ministration, and  give  citizens  the  opportunity  for  effective  control  of 
local  government. 

In  many  attempts  to  improve  municipal  administration,  reformers  found 
themselves  blocked  by  the  great  measure  of  control  which  state  legisla- 
tures assumed  over  cities.  Since  rural  areas  held  a  preponderance  of 
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power  in  many  state  legislatures,  efforts  at  raising  standards  of  local  gov- 
ernment were  often  thwarted.  Rural  representatives  lay  disproportionate 
emphasis  on  enforcement  of  liquor  restrictions,  for  example. 

The  fight  against  Bossism  had  to  be  waged  on  the  state  as  well  as  the 
municipal  level.  Not  until  Hiram  Johnson  was  elected  governor  of  Cali- 
fornia could  the  Calhoun  machine  finally  be  eliminated  from  San  Fran- 
cisco. But  Bossism  was  an  evil  in  the  government  of  states  themselves. 
From  the  battle  against  boss  rule  came  many  reforms  and  several  nation- 
wide reputations.  In  Wisconsin,  Robert  M.  LaFollette  began  his  fight  at 
the  turn  of  the  century  when  Philetus  Sawyer  and  John  C.  Spooner  ruled 
the  Republican  party  of  the  state  and  represented  lumber  and  railroads 
in  the  United  States  Senate.  Persistence,  command  of  facts,  and  the  abil- 
ity to  build  an  organization  as  strong  as  a  conventional  machine  gave  La 
Follette  power  enough  to  overthrow  the  ruling  element  in  the  Wisconsin 
Republican  Party  and  carry  through  a  program  of  reform  which  came  to 
be  known  as  the  Wisconsin  Idea.  In  Oregon,  William  S.  U'Ren  worked 
along  similar  lines  although  he  eschewed  public  office.  Governor  Robert 
Bass  of  New  Hampshire,  proved  that  the  movement  was  not  limited  to 
the  middle  West;  Democrats  like  Woodrow  Wilson  of  New  Jersey  and 
James  M.  Cox  of  Ohio  showed  that  it  crossed  party  as  well  as  state  boun- 
daries. 

The  program  of  reform  on  the  state  level  proceeded  on  three  lines. 
First,  a  series  of  devices  for  giving  the  government  back  to  the  people; 
second,  measures  for  efficiency  in  government;  and  third,  laws  for  thai 
regulation  of  business  and  for  promoting  social  welfare.  The  initiative  and 
the  referendum  permitted  laws  to  be  introduced  by  petition  of  a  portion 
of  the  electorate  and  to  become  law  upon  approval  at  an  election.  The 
recall  allowed  officials  to  be  ousted  by  similar  procedure;  thus,  removal 
need  not  wait  upon  a  stated  election  or  cumbrous  impeachment  machin- 
ery. Oregon  led  the  way  in  direct  government.  Her  legislature  adopted  the 
initiative  and  referendum  in  1902,  the  recall  of  elective  officials  in  1908. 
By  1918,  20  states  had  followed  Oregon's  example  by  accepting  the  initia- 
tive and  referendum  while  10  accepted  the  recall  The  last  was  extended 
to  judges  in  1911,  when  Arizona  presented  a  draft  constitution  for  admis- 
sion as  a  state.  On  President  Taft's  recommendation,  Congress  refused  to 
admit  her  until  the  provision  was  deleted.  The  aspiring  territory  obeyed. 
The  new  state  then  restored  recall  of  judges  to  its  constitution.  Seven 
others  followed  Arizona  and  in  1912  Colorado  even  accepted  a  constitu- 
tional amendment  providing  for  recall  of  judicial  decisions  by  popular 
vote. 

Another  innovation  in  political  technique,  the  direct  primary,  gave 
party  members  the  right  to  select  candidates  by  secret  ballot  at  public 
elections  instead  of  leaving  nominations  to  boss-ruled  party  conventions. 
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The  primary  mechanism  was  also  used  to  instruct  delegates  to  Presiden- 
tial conventions  in  favor  of  certain  aspirants,  and  even  to  pledge  legis- 
lators to  return  as  senator  the  person  receiving  the  largest  number  of 
votes  at  a  preferential  primary.  Ratification  of  the  17th  Amendment  in 
1913  made  this  subterfuge  unnecessary,  since  senators  were  to  be  chosen 
by  direct  popular  vote  instead  of  by  the  majority  of  the  members  of  state 
legislatures.  Wisconsin  led  the  way  in  the  direct  primary,  which  it  adopted 
in  1903;  by  1915,  37  states  had  accepted  the  new  mode  of  making  nomi- 
nations. 

To  make  government  honest  as  well  as  directly  representative,  reform 
administrations  adopted  measures  to  check  lobbying  and  corrupt  prac- 
tices, particularly  to  turn  salutary  light  upon  contributions  to  campaign 
funds.  In  this  work,  New  York  Democrat  Perry  Belmont  and  the  National 
Campaign  Publicity  Association  took  a  leading  part.  By  1911,  27  states, 
and  the  federal  government,  had  laws  requiring  that  political  campaign 
managers  make  public  the  names  of  their  contributors  and  the  amounts 
they  had  given.  Later,  this  was  supplemented  by  measures  limiting  the 
amount  any  individual  or  corporation  might  contribute. 

Such  devices  as  the  initiative,  the  referendum,  and  the  recall  were 
intended  to  set  up  governments  representative  of  and  responsive  to  the 
popular  will.  To  make  popular  government  efficient,  reform  governors 
like  LaFollette  extended  the  civil  service,  established  budgets  and  legis- 
lative reference  services,  and  tried  to  put  the  public  administration  on  a 
professional  level.  As  they  sought  to  improve  the  techniques  and  mecha- 
nisms of  popular  government,  members  of  the  new  school  of  reform  also 
worked  to  use  political  means  to  improve  everyday  life.  Thus,  progressive 
governors  like  Cummins  of  Iowa  advocated  more  efficient  commissions 
to  regulate  the  rates  and  franchises  of  public  utilities  and  the  practices  of 
banking  and  insurance  companies.  Even  in  states  which  had  not  been 
markedly  influenced  by  the  movement  for  direct  government,  programs 
for  social  legislation  advanced.  Spectacular  disasters  like  the  Triangle 
fire  of  1911,  when  146  girls  were  burned  to  death  in  a  New  York  City 
waist  factory  with  its  doors  barred  to  prevent  theft,  led  to  a  full-scale 
legislative  inquiry  into  working  conditions  and  a  revision  of  the  New 
York  state  factory  code.  Disregard  for  safety  had  given  the  United  States 
the  world's  highest  rate  of  fatal  mine  accidents  (3.24  per  1,000  as  against 
a  world  average  of  1.93  for  the  industry).  The  United  States  Bureau  of 
Labor  reckoned  the  accident  death  roll  among  occupied  males  at  30- 
35,000  per  year  in  1908;  it  calculated  that  126,567  men  had  died  in 
industrial  accidents  between  1900  and  1906.  Deaths  and  injuries  together 
were  estimated  at  500,000  annually  in  1907.  The  movement  for  workmen's 
compensation  acts  supplied  a  powerful  reason  for  improvement,  since 
such  laws  put  part  of  the  cost  on  employers.  In  1902,  Maryland  passed 
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the  first  measure  requiring  that  employers  pay  for  injuries,  working-time 
lost,  or  death  incurred  by  workers  through  accidents  at  their  work.  New 
York  adopted  a  law  of  more  general  application  in  1910  and,  when  this 
was  declared  unconstitutional,  changed  its  constitution  and  readopted  the 
challenged  legislation  in  1914.  By  1920,  all  the  states  and  territories  save 
five  had  workmen's  compensation  acts.  By  1948,  47  states  had  such  laws 
and  39  also  made  certain  occupational  diseases  compensable  injuries. 

In  the  years  1900-16,  workers  for  charitable  groups  reported  loss  of 
earning  power  by  the  breadwinner  as  most  common  reason  for  calls  on 
private  or  public  agencies.  Enactment  of  workmen's  compensation  laws 
helped  meet  this  situation  since  injured  workmen  received  part  of  the 
wages  they  had  lost.  Against  the  burden  of  illness  or  unemployment, 
the  legislation  of  the  Progressive  period  gave  no  protection.  Against  the 
hazards  of  family  disruption  caused  by  dependency,  many  states  did 
adopt  mothers'  pension  (or  assistance)  acts.  Illinois  took  the  lead  in  1911, 
although  a  Missouri  law  had  permitted  grants  to  mothers  with  dependent 
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children  in  Kansas  City.  By  1914,  19  states  had  mothers'  pension  laws. 
By  1930,  the  total  reached  44.  While  mothers'  assistance  acts  protected 
the  young,  a  few  states  attempted  to  provide  better  than  the  almshouse 
for  dependent  age.  The  Arizona  State  Supreme  Court  invalidated  the 
state  old-age  pension  law  soon  after  its  passage  in  1914,  but  the  move- 
ment gathered  strength  nonetheless.  Alaska's  territorial  legislature  adopted 
an  old-age  pension  act  in  1915.  By  1923,  Montana,  Nevada,  and  Pennsyl- 
vania followed,  though  the  Pennsylvania  law  was  ruled  unconstitutional 
in  1925. 

Constitutional  barriers  were  to  be  raised  against  other  efforts  at  protec- 
tive legislation  during  the  Progressive  period.  Still,  reformers  continued 
trying  to  use  the  law  to  protect  working  people,  especially  the  women 
and  children  among  them,  against  hazards  like  long  working  hours  and 
insufficient  wages.  Restrictions  on  child  labor  had  been  put  on  the  statute 
books  of  many  industrial  states  before  the  Civil  War.  Poor  enforcement 
rendered  those  laws  all  but  nugatory.  By  1903,  fresh  interest  appeared, 
for  to  the  agitation  of  organized  labor  was  added  the  articulate  indigna- 
tion of  women  like  Florence  Kelley  and  the  work  of  groups  like  the 
National  Consumers*  League,  the  American  Association  for  Labor  Legis- 
lation, and  the  National  Child  Labor  Committee,  which  was  organized  in 
1904.  In  1906,  Senator  Albert  J.  Beveridge  of  Indiana  offered  a  resolution 
for  amending  the  Constitution  to  ban  from  interstate  transport  the  prod- 
ucts of  mines  or  factories  employing  children  under  14.  The  next  year, 
Congress  ordered  an  inquiry  into  the  "industrial,  social,  moral,  educa- 
tional, and  physical  condition  of  women  and  child  workers"  in  industry 
and  the  means  taken  for  their  protection.  Demand  for  the  19-volume 
report  of  that  inquiry  was  so  great  that  a  special  summary  volume  had  to 
be  published  when  the  original  edition  was  exhausted.  How  its  picture 
of  inadequate  pay,  overwork  for  young  people  and  women,  and  insanitary 
and  unsafe  working  conditions  reflected  public  concern  may  be  seen  in 
legislation  of  the  period  1908-16.  In  those  8  years,  11  states  were  added 
to  the  30  which  barred  factory  employment  for  children  under  14;  18  more 
states  barred  night  work  for  children  under  16.  Where  only  3  states  had 
imposed  an  8-hour  work  day  for  children  under  16,  21  states  so  limited 
their  labor.  Where  no  state  had  made  8  hours  the  limit  for  women  in 
1908,  4  did  in  1915,  while  the  number  imposing  the  10-hour  limit  rose 
from  15  to  34.  In  addition,  13  states  increased  their  staffs  of  factory 
inspectors,  and  others  improved  the  enforcement  of  their  laws.  Eleven 
states  went  further  and  sought  to  establish  minimum  wages  for 
women. 

This  legislation,  particularly  that  which  imposed  statutory  restriction 
on  the  labor  contracts  of  adults  was  sharply  attacked  before  the  Supreme 
Court.  Thus,  in  Lochner  v.  New  York  (198  U.S.  45,  1905),  the  court 
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invalidated  a  New  York  state  law  making  10  hours  a  day's  work  in 
bakeries,  although  in  H olden  v.  Hardy  ( 169  U.S.  366, 1898),  it  had  upheld 
a  Utah  law  requiring  the  8-hour  workday  in  smelters.  When  employers 
challenged  the  Oregon  law  establishing  the  10-hour  standard,  the  Supreme 
Court  found  itself  confronted  by  a  new  variety  of  brief.  For  Josephine 
Goldmark  of  the  Consumers*  League  made  Louis  D.  Brandeis*  brief  in 
Mutter  v.  Oregon  (208  U.S.  412)  an  armory  of  facts  about  the  social 
effect  of  long  hours  on  women  workers.  And,  in  1908,  the  Supreme  Court 
responded  by  ruling  the  Oregon  law  valid.  The  economic  facts  of  life 
had  demanded  and  secured  judicial  notice.  Justice  Holmes  had  long  con- 
tended that  legislatures  should  be  left  free  to  act  unless  their  measures 
were  in  obvious  violation  of  personal  liberty.  His  colleagues,  who  could 
not  thus  put  by  their  own  claim  to  social  guardianship,  were  convinced 
that  the  Oregon  legislature's  action  was  tolerable  by  the  legal  technique 
of  Brandeis,  who  was  soon  to  be  their  reluctantly  accepted  fellow  on  the 
bench. 

Works  like  Elizabeth  Butler's  first  volume  of  the  Pittsburgh  Survey, 
the  New  York  factory  inquiry  of  1912-13,  and  the  report  of  the  Congres- 
sional investigation  into  women's  working  conditions  showed  that  more 
than  half  the  women  employed  earned  less  than  enough  to  keep  them: 
in  cities,  a  girl  needed  $8  a  week  to  live  on;  three-quarters  of  the  women 
employed  earned  less.  Either  health  or  morals  must  suffer,  therefore,  and 
the  community  must  ultimately  bear  the  cost  of  the  employer's  saving  in 
wages.  In  1912,  Massachusetts  established  a  commission  to  set  minimum 
wage  standards  for  women  and  children  in  industry.  The  commission 
was  to  investigate  conditions  in  particular  trades,  secure  information,  and 
establish  a  minimum  standard  for  that  trade.  In  1913,  8  states  accepted 
the  principle  of  minimum  wages  for  women  but,  unlike  Massachusetts 
which  relied  upon  public  opinion  to  enforce  the  findings  of  its  commis- 
sion, the  newcomers  either  put  a  minimum  figure  into  the  statute  or 
made  their  commissions*  rulings  mandatory. 

To  summarize,  as  a  result  of  a  new  approach  to  political  reform  in  the 
period  1901-16,  new  political  techniques  came  into  use  and  new  social 
legislation  was  adopted.  Initiative,  referendum,  recall,  and  direct  primary 
laws  did  not  eliminate  Bossism.  They  did  make  democracy  within  political 
parties  possible.  The  social  legislation  of  that  period  touched  only  the 
fringes  of  problems  involved  in  the  insecurities  of  an  urban  economy. 
Yet  both  techniques  and  legislation  showed  how  to  use  the  federal  system 
of  government  for  social  experimentation.  Projects  initiated  in  one  state 
were  followed  and  adapted  in  others.  Administrative  devices  which 
proved  themselves  spread.  The  reform  wave  lessened  partisanship  among 
voters,  and  even  among  officeholders.  Thus,  in  1912,  when  Democrat 
James  M.  Cox  was  elected  Governor  of  Ohio,  he  called  on  Wisconsin 
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Progressive  experts  John  R.  Commons  and  Charles  H.  McCarthy  to  help 
draft  and  recommend  legislation. 

For  the  Progressive  movement  became  a  phenomenon  not  restricted 
by  state  lines  or  party  names,  Progressive  leaders  like  Cummins  of  Iowa, 
Johnson  of  California,  LaFollette  of  Wisconsin,  and  Clapp  of  Minnesota 
attained  national  prominence.  With  LaFollette  as  their  most  conspicuous 
representative,  Progressives  from  the  West  and  less  well-known  east- 
erners like  former  Senator  Chandler  of  New  Hampshire,  were  to  consti- 
tute a  political  phalanx  which  would  bring  down  the  forces  that  had 
ruled  the  Republican  party  and  the  nation  since  1896. 


CHAPTER  5 


SOCIAL  REALITIES 
AND  REFORM 

SOCIAL  ISSUES  OF  THE  PROGRESSIVE  PERIOD 

AMONG  THE  SOCIAL  issues  of  the  period  1904-16,  three  stand  out: 
the  reappearance  of  the  Negro  problem,  the  demand  for  Prohibition, 
and  the  campaign  for  women's  suffrage.  During  the  70's  and  80's,  the 
Supreme  Court  had  invalidated  attempts  to  use  federal  power  to  protect 
Negroes  either  as  voters  or  in  the  exercise  of  civil  rights.  The  15th  Amend- 
ment, the  Court  ruled  in  U.  S.  v.  Cruikshank  (92  U.  S.  542,  1875),  guar- 
anteed not  the  right  to  vote,  but  the  right  not  to  be  discriminated  against 
in  voting;  hence  federal  acts  to  enforce  the  suffrage  were  unconstitu- 
tional. Furthermore,  only  the  states  might  be  called  on  for  protection 
against  oppressive  acts  by  individuals,  either  alone  or  in  association 
( U.S.  v.  Stanley;  U.S.  v.  Ryan;  U.  S.  v.  Singleton;  Robinson  and  Wife  v. 
Memphis  and  Charleston  Railroad  Co.  [109  U.S.  3, 1883] ).  In  1894,  when 
the  Democrats  controlled  both  Congress  and  the  Executive  for  the  first 
time  since  1865,  the  last  of  the  Reconstruction  Acts  was  repealed. 

The  Populists,  it  will  be  remembered,  challenged  the  Democratic 
machine  in  the  South  as  they  had  defied  Republican  machines  in  the 
West.  In  the  struggle  for  power,  both  conservative  "Bourbons"  and 
Populist  "wool-hat  boys"  had  tried  to  use  Negro  votes  for  their  own 
advantage.  When  Populism  collapsed  in  1896,  the  two  factions  were 
brought  into  harmony  by  an  attack  on  Negro  suffrage.  Mississippi  led 
the  way  in  1890;  South  Carolina  followed  in  1895  and  Louisiana  in  1898. 
By  1910,  North  Carolina,  Alabama,  Virginia,  Georgia,  and  Oklahoma  had 
all  found  means  to  prevent  Negroes  from  voting.  Generally,  applicants 
for  registration  were  required  to  have  lived  in  the  state  for  two  years, 
to  have  paid  poll  taxes  without  delinquency,  to  own  property,  or  to  read, 
write,  and  interpret  portions  of  the  state  constitution  to  the  satisfaction 
of  the  white  officials.  In  order  that  whites  might  retain  the  suffrage, 
"grandfather"  clauses  exempted  from  meeting  such  qualifications  persons 
whose  fathers  or  grandfathers  had  voted  before  1860.  In  1915,  the 
Supreme  Court,  in  Gwinn  and  Beal  v.  17.  S.  (238  U.  S.  347)  found  indefi- 
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nite  extension  of  such  exemptions  to  be  a  discrimination  that  contravened 
the  15th  Amendment.  Political  ingenuity  then  devised  the  "white 
primary."  Since  most  Southern  political  battles  occurred  within  Demo- 
cratic ranks,  limiting  party  membership  and  primary  participation  to 
white  persons  seemed  a  sure  mode  of  securing  a  white  electorate.  In  1927, 
the  Supreme  Court  declared  the  white  primary  contrary  to  the  15th 
Amendment  when  included  in  state  law  (Nixon  v.  Herndon  [273  U.S. 
536]).  In  Smith  v.  Allwright  (321  U.S.  649,  1943),  the  Supreme  Court 
carried  condemnation  further  to  rule  that,  whether  part  of  the  state's 
election  machinery  or  nominally  divorced  from  it,  the  white  primary  was 
unconstitutional. 

By  1904,  however,  in  the  South  where  89.7  per  cent  of  the  nation's 
Negroes  lived,  they  were  effectively  disfranchised.  The  North  acquiesced. 
In  1908,  one  Alfred  H.  Stone  attempted  to  improve  sectional  understand- 
ing by  noting  that  Negroes  were  too  stupid  to  vote  or  even  to  be  sub- 
jected to  due  process  of  law  since  they  were  reluctant  to  co-operate  with 
authority.  Yet  "killing  by  a  mob  for  any  offence,  however  hateful,  is 

regarded  even  by  conservative  and  orderly  Negroes  as  an  injustice " 

Northerners  had  been  shocked  by  reports  of  violence.  Negroes  were 
being  lynched  at  the  rate  of  50  a  year,  nor  was  such  mob  violence  limited 
to  the  South.  In  1909,  as  a  result  of  a  race  riot  in  Springfield,  Illinois, 
such  Northerners  as  Moorfield  Storey,  William  English  Walling,  and  Joel 
Spingarn  were  instrumental  in  the  organization  of  the  National  Associa- 
tion for  the  Advancement  of  Colored  People.  This  focused  its  attention 
on  means  of  securing  legal  protection  for  the  lives  and  rights  of  Negro 
citizens. 

The  body  of  Northern  reform  opinion  remained  indifferent,  however. 
Meanwhile,  the  anti-Negro  novels  of  Thomas  Dixon  reached  best-seller 
lists  in  1902  and  1905  and  his  Clansman  furnished  the  raw  material  for 
the  Birth  of  a  Nation,  the  first  motion  picture  to  rank  as  a  work  of  art. 
Negroes  themselves  were  divided.  Some,  like  Booker  T.  Washington 
sought  to  win  social  status  through  training  in  industry  which  would 
lead  Negroes  to  prosperity.  Others,  like  W.  E.  B.  DuBois— the  New 
England  Negro  sociologist  who,  according  to  Henry  James,  had  written 
the  only  postbellum  Southern  book  worth  reading  (Souls  of  Black  Folk) 
—insisted  that  the  security  essential  to  economic  progress  could  not  exist 
until  the  Negro  was  assured  a  citizen's  rights.  And  to  protect  those  rights 
he  must  have  the  ballot.  Washington  won  greater  favor  in  the  South, 
for  he  upheld  routine  training  in  education,  the  crafts,  and  home  manage- 
ment as  the  Negro  goal,  and  disclaimed  any  aspirations  toward  a  position 
of  equal  citizenship.  Younger  educated  Negroes  were  more  restive;  and 
when  World  War  I  altered  the  economic  framework  of  Negro  life,  a 
consciousness  appeared  among  Negro  intellectuals. 
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Though  most  Progressive  leaders  concentrated  on  more  Important 
matters,  many  of  their  rural  followers  continued  to  be  exercised  over 
Prohibition.  In  metropolitan  areas  and  in  towns,  the  saloon  was  a  focus 
of  political  activity  and  often  of  political  corruption.  Social  workers  drew 
attention  to  the  heavy  drain  spending  for  liquor  put  upon  the  family 
income,  though  the  more  enlightened  also  pointed  out  the  need  for  escape 
from  the  dreariness  of  life  on  laborers  wages.  How  that  same  budget 
depletion  roused  women  has  already  been  mentioned.1  To  their  temper- 
ance societies  and  the  Prohibition  party  organized  in  18697  was  added 
the  Anti-Saloon  League  in  1895.  The  League  made  but  one  demand  on 
legislators,  that  they  vote  dry;  they  might  drink  as  they  chose.  Skilful 
as  any  old-line  boss  in  the  business  of  political  trading,  the  League  helped 
carry  national  Prohibition  to  victory.  By  the  end  of  1914,  14  states  had 
adopted  Prohibition.  By  the  end  of  1916,  8  more  followed.  In  1918,  the 
needs  of  war  seemed  to  justify  measures  to  reserve  grain  for  food  rather 
than  permit  its  distillation  into  drink.  By  1919,  33  states  were  dry. 

Federal  action  against  the  Demon  Rum  was  necessary  because  the 
Supreme  Court,  in  1898,  had  allowed  individuals  residing  in  dry  states 
to  import  liquor  for  their  own  use  (Rhodes  v.  Iowa  [170  U.S.  412]).  In 
spite  of  Taft's  veto,  in  1913  Congress  passed  the  Webb-Kenyon  Act 
which  forbade  interstate  shipment  of  liquor  into  dry  areas.  In  1917, 
Congress  submitted  the  18th  Amendment  to  the  states.  Before  two  years 
elapsed,  three-fourths  of  the  states  accepted  the  principle  that  intoxicants 
should  be  forbidden  and  that  the  federal  government  should  enforce  laws 
against  their  manufacture  or  sale.  Adoption  of  the  18th  Amendment 
authorized  the  federal  government  to  act  in  a  field  of  personal  conduct 
where  many  people  thought  no  government  should  intervene.  As  signifi- 
cant, perhaps,  was  the  voters'  swift  and  widespread  acquiescence  in  the 
assumption  that  intemperance  could  be  wiped  out  by  legislative  com- 
mand. More  important  was  a  continued  expenditure  of  moral  enthusiasm 
and  political  effort  upon  effort  to  alter  personal  habits. 

The  meshing  of  the  drives  for  Prohibition  and  woman  suffrage  has 
already  been  mentioned.  Other  forces  also  spurred  interest  in  a  reform 
which  had  been  discussed,  or  at  least  disputed,  since  the  first  Women's 
Rights  Convention  met  at  Seneca  Falls,  New  York  in  1848.  Increasingly, 
excluding  women  from  the  suffrage  when  they  were  admitted  to  the 
learned  professions  seemed  absurd,  especially  in  a  democratic  republic 
which  permitted  even  barely  literate  naturalized  immigrants  to  vote. 
Women  like  Florence  KeUey,  who  had  been  prominent  in  showing  the 
need  for  laws  protecting  women  and  child  workers,  demanded  the  vote 
as  a  means  of  securing  such  legislation.  To  the  ranks  of  democrats, 

1  See  above,  p.  38. 
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humanitarians,  and  workers,  suffrage  also  drew  a  number  of  leisured 
women— some  impressed  by  English  example,  for  the  suffrage  movement 
there  was  active  and  noisily  picturesque  in  the  years  before  World  War  I; 
some  seeking  influence  broader  than  that  of  the  Society  matron;  some 
genuinely  aroused  because  they  were  denied  a  privilege  granted  the 
poorest  male  streetsweeper. 

By  1900,  Idaho,  Utah,  Wyoming,  and  Colorado  granted  women  full 
suffrage;  Michigan  and  Minnesota  had  permitted  them  to  vote  in  school 
elections  since  1875.  Between  1910  and  1918,  11  more  states  gave  women 
the  ballot.  Congress  was  too  chivalrous  to  expose  ladies  to  the  hazards 
of  politics.  In  1918,  for  the  thirteenth  time,  it  rejected  a  resolution  for 
a  suffrage  amendment.  The  resolution  carried  the  following  session,  per- 
haps as  a  consequence  of  President  Wilson's  advice  to  a  House  group. 
Although  contemporary  observers  thought  the  struggle  for  ratification 
would  be  prolonged,  the  required  number  of  states  accepted  the  19th 
Amendment  in  1920,  and  women  won  the  right  to  vote. 

Thus,  during  the  Progressive  period,  reformers  enacted  a  large  part  of 
their  program  into  law.  Yet  boss  rule,  political  corruption,  and  special 
economic  privilege  continued.  The  Progressive  spirit  itself  dissipated 
under  the  impact  of  World  War  I.  By  the  mid-1930's,  writers  were  bid- 
ding reform  goodbye,  and  dismissing  the  entire  Progressive  movement 
as  superficial.  To  be  sure,  may  Progressives  did  approach  their  problems 
with  a  naive  confidence  in  moral  maxims.  Reformers  of  the  period  were 
apt  to  begin  by  endorsing  the  Ten  Commandments,  and  few  could  long 
shut  their  ears  to  the  siren  call  of  emotionalism.  For,  sharp  as  was  the 
Progressive  movement's  moral  bias,  Progressives  lay  no  stress  on  a 
"moral  duty"  to  be  intelligent.  From  this  aversion  to  an  institutional, 
analytic  approach  to  social  problems  stemmed  the  readiness  with  which 
so  many  Progressive  leaders  followed  Theodore  Roosevelt  in  the  adven- 
ture of  1912  and  their  subsequent  return  to  the  ranks  of  Republican 
regularity.  , 

Nevertheless,  jthe  strength*and  tj>e  weakness  of  the  Progressive  move- 
ment were  the  OTength'knd  tlj/weakness  of  democracy.  One  of  the  chief 
accomplishments  of  Progressivism  was  its  demonstration  that  American 
governments  were  still  responsive  to  popular  control.  Publicity,  orators, 
and  newspapermen  gave  the  Progressives  their  chief  hold  on  the  public 
mind.  The  proved  effectiveness  of  such  creation  of  public  opinion  may 
have  spurred  big  industry  to  acquire  more  and  more  of  the  organs  of 
public  opinion.  Thus,  the  very  success  which  the  Progressives  achieved 
in  using  publicity  stimulated  others  to  handle  it  with  equal  effect  and 
opposite  purpose.  Progressives  gave  support  to  a  large  measure  of  govern- 
ment intervention  in  economic  life.  Wilson's  New  Freedom  thrust  only 
the  camel's  nose  beneath  the  tent  flap,  for  its  intervention  was  intended 
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to  preserve  competition  and  to  prevent  the  growth  of  monopoly  through 
the  abuse  of  competition,  Roosevelt's  New  Nationalism  took  for  its 
premise  that  competition  as  Adam  Smith  espoused  it  could  not  be  pre- 
served; hence  the  federal  government  must  intervene  to  regulate  an 
increasing  number  of  quasimonopolies.  Both  the  New  Freedom  and  the 
New  Nationalism  shared  the  Progressive  emphasis  on  administration.  Yet 
proper  administrative  regulation  depended  on  the  devotion  of  men  in 
administrative  posts.  The  Progressives  worked  to  give  government  back 
to  the  people,  a  measure  useful  only  when  people  want  the  responsibility 
of  governing  themselves.  Once  again,  the  weakness  of  the  Progressive 
movement  was  a  weakness  latent  in  democracy  itself,  for  democratic 
government  is  not  an  automatic  device  but  an  apparatus  requiring  con- 
tinued attention.  Political  indifference  and  political  unawareness  are 
luxuries  citizens  of  democracies  cannot  long  afford.  Against  political 
lethargy  and  the  political  automatism  represented  by  unquestioning 
acceptance  of  anything  offered  under  the  label  of  a  party,  the  Progres- 
sives fought  and,  in  part,  for  a  time,  they  succeeded, 

THE  FACE  OF  LIFE  IN  THE  PROGRESSIVE  PERIOD 

By  1916,  new  industries  had  markedly  altered  the  outer  aspect  of 
American  life.  Electricity  had  driven  the  horse-drawn  trolley  from  city 
streets.  Electric  lighting  made  them  safer,  gave  outdoor  advertising  a 
dazzle  of  raw  color,  even  added  a  new  diversion  to  the  list  of  available 
entertainments.  The  first  showing  of  moving  pictures  using  Edison's 
camera  and  projector  took  place  in  1896.  By  1905,  in  spite  of  effort  to 
restrict  use  of  those  inventions  to  licensees  of  the  Motion  Picture  Patents 
Company,  the  production  and  exhibition  of  motion  pictures  had  escaped 
domination  by  that  trust.  Hollywood  owes  its  growth  as  a  "movie"  center 
less  to  scenery  and  sunshine  than  to  proximity  to  the  Mexican  border— 
and  easy  flight  from  patent  infringement  suit.  By  1913,  David  Wark 
Griffith  had  already  made  the  two-reel  film  a  formidable  competitor  of 
the  cheaper  theater.  Two  years  later,  his  Birth  of  a  Nation  showed  the 
film's  possibility  as  an  independent  art.  In  1915,  too,  the  Fox  company 
developed  a  new  star,  Theda  Bara,  who  set  many  an  American  girl  yearn- 
ing to  be  a  "fatal  woman."  And  by  1916,  21,000  movie  houses  were 
testimony  of  a  new  industry. 

In  1895,  after  Charles  Duryea  had  demonstrated  his  automobile, 
George  B.  Selden,  Buffalo  patent  lawyer,  took  out  the  patent,  for  a 
vehicle  self-propelled  by  an  internal  combustion  engine,  which  he  had 
kept  pending  for  16  years.  In  1899,  he  assigned  that  patent  to  the  Electric 
Vehicle  Company,  a  corporation  having  interlocking  directorates  with 
important  trolley  companies.  By  1903,  Electric  Vehicle  had  licensed 
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18  manufacturers  and  begun  suit  against  the  Ford  Motor  Company, 
which  refused  to  join  the  Association  of  Licensed  Automobile  Manufac- 
turers and  pay  royalties  on  the  Selden  patent.  That  was  upheld  by  the 
United  States  circuit  court  in  1909  but  denied  by  the  Court  of  Appeals. 
Since  the  Ford  Company  was  using  a  4-cycle  motor,  it  was  not  infringing 
upon  the  Selden  patent  which  applied  to  a  2-cycle  motor.  Meanwhile, 


McCutckeon  in  the  Chicago  Tribune 
THE   PACE   THAT   KILLS 

with  the  invention  of  the  self-starter  in  1911,  driving  an  automobile 
became  convenient  for  women.  By  1914,  the  automobile  industry  had 
developed  such  characteristic  features  as  standardization  of  parts,  minute 
subdivision  and  mechanization  of  labor,  and  even  the  assembly  line 
in  manufacturing.  The  industry's  growth  may  be  measured  by  the  fact 
that  the  annual  production  figures  rose  from  22,830  in  1904  to  127,287  in 
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1909  and  573,039  in  1914.  The  early  growth  of  the  automobile  industry 
wakened  a  new  and  much  stronger  demand  for  surfaced  roads.  The 
mileage  was  negligible  in  1910;  by  1914,  257,292  miles  had  been  paved 
in  some  fashion.  As  automobiles  multiplied,  the  perplexities  of  city  traffic 
increased  and  American  towns  had  a  more  jumbled  look  than  ever. 

The  chaotic  aspect  of  American  cities  was  further  increased  by  the 
ever-growing  number  of  tall  buildings.  They  gave  America  a  curiously 
impermanent  air,  Henry  James  observed  when  he  returned  to  his  native 
land  in  1905.  Beauty  in  architecture  required  a  spread  of  unbroken 
masonry;  New  York's  tall  buildings  had  too  many  windows  to  appear 
lasting.  Architects  seemed  as  uncomfortable  with  the  tall  building  as 
Henry  James  himself.  Desperately,  they  sought  to  disguise  its  structure 
behind  surface  decoration  borrowed  from  some  style  to  which  time  had 
given  respectability.  To  be  sure,  Louis  Sullivan  and  Frank  Lloyd  Wright 
had  shown  the  artistic  possibilities  of  steel-framed  construction,  but  they 
were  prophets  more  honored  abroad  than  in  the  United  States.  Legal 
accident  rather  than  architects'  awareness  finally  gave  the  tall  building 
something  approaching  valid  form.  For,  during  the  First  World  War, 
New  York  City's  municipal  legislature  adopted  an  ordinance  requiring 
the  setting  back  of  the  upper  portions  of  tall  buildings.  The  code  sought 
only  to  make  certain  that  some  daylight  was  allowed  to  enter  the  canyons 
of  its  business  streets.  Yet  it  became  a  decisive  factor,  forcing  architects 
to  abandon  traditional  concepts  and  to  handle  mass  and  line  and  shadow 
according  to  a  fresher  artistic  vision  of  their  own. 

Popular  taste  was  still  groping  out  of  the  overstuffed,  overdressed 
fashions  of  the  70's  and  80's.  September  Morn,  a  sentimentalized  nude 
ankle-deep  in  glossy  water,  shocked  the  censorious  and  sold  widely  in 
cheap  prints.  Equally  disturbing  to  complacent  habit  were  such  innova- 
tions in  costume  as  "rainy  day"  skirts— which  revealed  that  women  had 
ankles  and  allowed  legs  to  be  inferred— and  "skin-tight,  sleeveless  and 
neckless  bathing  garments,  about  a  yard  in  length."  Grotesquely-labelled 
dance  steps,  "turkey  trot,"  "bunny  hug,"  and  the  like  threatened  to  oust 
the  sedately  gracious  waltz  (which  the  grandfathers  of  the  shocked  had 
found  inexpressibly  shameless).  Unsettling,  too,  were  brash  new  comic 
strips  like  the  Katzenjammer  Kids,  named  after  the  indecorous  hangover, 
which  showed  children  treating  their  parents  and  elders  with  fantastic 
disrespect. 

The  new  form  of  cartoon  showed  how  well  the  press  was  catering  to 
the  taste  of  new  readers.  The  "yellow  press"  and  the  cheap  weekly  and 
monthly  magazines  gained  in  circulation  during  the  years  1904-16,  but 
they  did  not  drive  more  staid  periodicals  out  of  business,  rather  they 
attracted  an  untouched  level  of  purchasers.  Newspaper  innovators  like 
Pulitzer  and  Hearst  built  circulation  on  exposure  of  social  evils.  Despite 
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such  notable  public  service  as  the  New  York  State  legislative  investigation 
of  insurance  companies  which  followed  the  World  revelations  of  1905, 
the  Pulitzer  and  Hearst  technique  lent  itself  to  unscrupulous  use  of  pub- 
licity. Trial  by  headline  was  as  effective  in  invading  personal  rights  and 
creating  public  hysteria  as  in  cleaning  out  political  corruption.  Potential 
evils  in  the  literature  of  exposure  appeared  in  the  magazines  as  well  as 
the  newspapers. 

Samuel  McClure  established  a  pattern  for  the  magazines,  however, 
when  he  insisted  on  complete  documentation  and  full  evidence  before 
his  writers  set  about  presenting  their  material  in  the  briefest  and  most 
readable  form.  Writers  like  Ida  M.  Tarbell,  Lincoln  Steffens,  Charles 
Edward  Russell,  and  Ray  Stannard  Baker,  among  others,  were  sociologists 
without  portfolio  rather  than  the  rakers  into  filth  those  they  disturbed 
chose  to  call  them. 

In  lighter  vein  than  the  studies  of  Baker  and  Steffens,  though  perhaps 
equally  acute  in  observation,  were  the  comments  of  humorists  like  Wallace 
Irwin  and  Finley  Peter  Dunne.  Irwin's  Japanese  Schoolboy  (in  allusion 
to  California's  protest  against  the  presence  of  grown  men  in  elementary 
schoolrooms )  added  a  fillip  to  the  dialect  humor  which  American  readers 
enjoyed.  Dunne  was  so  successful  that  his  "Mr.  Dooley"  has  taken  on 
independent  life,  separate  from  his  creator  and  superior  to  the  very 
condition  of  his  creation,  for  Mr.  Dooley  speaks  as  pungently  in  un- 
brogued  English  as  in  the  dialect  of  Dunne's  manipulation.  While  the 
literary  columns  of  Franklin  P.  Adams,  (FPA),  Bert  Lester  Taylor, 
(BLT),  and  Don  Marquis  were  less  feared  than  Dunne  (Mr.  Dooley  is 
said  to  have  struck  terror  into  Roosevelt  himself),  their  gaiety  and  literate 
charm  were  a  welcome  addition  to  newspaper  pages. 

THE  ARTS  IN  THE  PROGRESSIVE  PERIOD 

Many  of  the  most  successful  novels  of  the  period  1904-16  offered  their 
readers  escape  into  a  romantic  past.  Yet  the  fact  that  Winston  Churchill, 
successful  practitioner  in  that  craft,  was  also  widely  read  when  he 
regarded  the  current  social  scene  (as  in  Coniston  and  the  Inside  of  the 
Cup}  showed  how  popular  the  problem  story  had  become.  In  A  Certain 
Rich  Man,  William  Allen  White  turned  a  journalist's  hand  to  social 
commentary  in  fiction  form.  Brand  Whitlock's  Thirteenth  District  dealt 
with  the  issues  of  Bossism,  as  did  Alfred  Henry  Lewis'  The  Boss.  Upton 
Sinclair  missed  his  target  with  The  Jungle,  but  the  book  had  important 
results  nonetheless. 

In  the  naturalist  tradition  were  the  novels  of  Robert  Herrick,  Frank 
Norris,  and  Theodore  Dreiser.  Although  Dreiser  received  but  scanty 
recognition,  1902-15  was  his  period  of  greatest  productivity.  In  these 


SOCIAL  REALITIES  AND  REFORM  103 

years  he  wrote  Sister  Carrie,  Jennie  Gerhardt,  The  Genius,  The  Financier, 
and  The  Titan.  In  each,  Dreiser  shocked  his  audience,  for  his  "bad  women" 
came  to  no  evil  end— and  indeed  they  were  not  wicked  but  groping;  his 
ruthless  men  were  weak  even  in  their  strength.  Man  was  part  of  Nature 
for  Dreiser  and  Nature  moved  in  colossal  indifference  to  any  purpose 
but  its  own— if  Nature  had  any  purpose.  A  great  pity  and  tenderness 
informed  the  clumsiness  of  Dreiser's  style;  and  sometimes  a  heavy,  barely- 
intended  humor,  as  in  the  final  chapters  of  The  Titan.  The  tale  of  Frank 
Cowperwood's  purchased  legislators  turning  dishonest  and  refusing  to 
stay  bought  can  be  matched,  as  unbridled  farce,  only  in  Dostoyevskfs 
The  Possessed.  And  while  Dreiser  was  adding  his  unheralded  work  to  the 
body  of  American  literature,  Gertrude  Stein  was  making  a  contribution 
equally  unheralded  and  perhaps  even  more  influential.  Three  Lives 
(1908)  told  about  the  ignored  and  the  inarticulate  from  within,  in  a 
strange,  lovingly-handled  prose  which  reflected  the  endless  repetition 
that  is  the  speech  of  the  incompletely  educated. 

In  the  theater,  as  in  the  novel,  the  problem  story  found  receptive 
audiences.  The  problems  were  set  by  Shaw  and  Ibsen,  however.  American 
playwrights  produced  either  crude  melodrama  or  the  smoothly-finished 
triflings  of  Clyde  Fitch.  Here  again,  came  intimations  of  the  future.  In 
successful  plays  like  Shore  Acres,  James  Herne  showed  that  audiences 
would  accept  a  truer  picture  of  American  life  than  any  they  had  yet  been 
given.  And,  at  Provincetown,  Eugene  O'Neill  was  producing  his  first  plays 
with  their  feckless  heroes  symbolizing  urban  Everyman,  alone  in  his 
world  and  seeking,  somehow,  to  find  his  place. 

In  the  plastic  arts,  the  Columbian  Exposition  of  1893  had  made  for  a 
thickening  of  academic  fustiness.  For,  the  imported  pictures  were  as  dull 
as  the  native  product;  vital  figures  like  Courbet  and  Daumier,  vital 
schools  like  Impressionism,  were  ignored.  In  1905,  Henry  James  remarked 
that  New  York's  generously  endowed  Metropolitan  Museum  of  Art  had 
room  for  everything  but  the  creative  spirit;  others  observed  that  while 
the  millionaire  Medici  encouraged  contemporary  art  to  flourish,  their 
American  counterparts  could  do  no  better  than  buy  the  European  past. 
Nevertheless,  American  art  had  more  vitality  than  such  critics  would 
allow  it  Cartoonists  like  Art  Young,  Homer  Davenport,  and  Frederick 
Opper  had  the  power  to  make  their  artists'  fancy  more  true  than  literal 
fact.  Stieglitz  and  Steichen,  meanwhile,  were  showing  how  the  camera 
could  be  used  as  an  instrument  of  the  imagination. 

In  1908,  a  group  of  young  American  artists— many  of  them  schooled  as 
newspaper  pictorial  reporters  in  the  years  before  photography  triumphed 
—showed  their  pictures  of  American  life.  Painters  like  George  Luks  and 
John  Sloan  were  labelled  the  "Ashcan  School"  because  their  work  admitted 
that  shabbiness  in  New  York  was  as  paintable  as  shabbiness  in  Naples. 
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Five  years  later,  at  the  celebrated  "Armory  Show"  New  York  had  its  first 
opportunity  to  see  what  had  happened  to  art  since  1880;  and  the  United 
States  had  its  first  sight  of  the  Barbizon  school  and  of  Rodin,  Picasso,  and 
Rouault  Critics  like  Royal  Cortissoz  hurled  harsh  epithets  against  "Ellis 
Island  Art/'  Others,  Willard  Huntington  Wright,  for  instance,  returned 
the  brickbats  wittily.  For  a  little  while,  pictures  were  news.  A  few  of  the 
innovators  even  sold  their  work  although,  by  and  large,  they  made  small 
impression  on  contemporary  collectors'  pocketbooks. 

Noteworthy  among  the  artistic  achievements  of  the  Progressive  period 
was  a  revival  of  poetry  which  gave  American  literature  such  figures  as 
Edwin  Arlington  Robinson,  Robert  Frost,  Carl  Sandburg,  Edgar  Lee 
Masters,  and  Vachel  Lindsay.  Time  has  dimmed  what  some  hailed  as 
masterworks,  but  it  cannot  tarnish  the  delight  which  young  people  felt 
as  they  found  American  poetry  alive  again.  Poets  had  new  things  to  say; 
they  sought  new  ways  to  say  them.  Translators  offered  light  from  other 
cultures  ranging  from  the  Chinese  to  the  American  Indian— sometimes 
with  odd  effect,  as  when  a  Northwest  tribal  bard  foreshadowed  the  plaint 
of  a  more  sophisticated  generation  in  his 

It  is  only  crying  about  myself 
That  comes  to  me  in  song. 

Although  convention-bound  critics  and  editors  had  the  lofty  disdain 
for  novelty  in  art  then  common,  the  new  poetry  did  not  lack  for  audience. 
In  his  annual  Anthology  of  Magazine  Verse  (1913-29),  William  S.  Braith- 
waite  helped  win  readers  for  the  younger  poets.  Poetry,  which  Harriet 
Monroe  founded  in  Chicago  in  1913,  served  as  principal  forum  for 
innovations.  Abroad,  where  many  Americans  found  artistic  inspiration, 
expatriates  T.  S.  Eliot  and  Ezra  Pound  had  begun  their  task  of  freeing 
poetry  in  English  from  bondage  to  exhausted  rhythms  and  outworn 
imagery. 

While  literature  and  the  plastic  arts  entered  on  a  new  period  of 
achievement  in  the  America  of  the  Progressive  period,  its  only  vital  music 
developed  in  the  frequently  disreputable  regions  where  jazz  was  born. 
To  be  sure,  composers  like  Victor  Herbert  brought  high  craftsmanship 
as  well  as  charm  to  a  flourishing  musical  comedy  stage.  And  the  com- 
poser Edward  McDowell  produced  creditable  work  on  a  more  formal 
level.  Symphony  orchestras  and  opera  companies  brought  classic  master- 
pieces to  metropolitan  areas.  But  Americans  sought  musical  training  in 
Europe  if  they  hoped  to  excel  as  performers,  and  their  contributions  to 
the  literature  of  formal  serious  music  were  negligible.  Although  thousands 
of  children  had  music  lessons  inflicted  upon  their  leisure,  and  popular 
songs  had  an  enormous  and  enthusiasiatic  public,  music  of  high  quality 
had  yet  to  win  its  mass  audience. 
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INTELLECTUAL  CURRENTS 

Economic  and  social  theory,  history  and  philosophy  continued  to  de- 
velop during  the  Progressive  period.  Veblen  wrote  more  of  his  curious 
and  little-read  analyses,  setting  fact  beside  accepted  formulation  to  dis- 
play the  discrepancies  which  more  polite  thinkers  ignored.  The  Higher 
Learning  in  America  ( 1918 )  bore  witness  to  Veblen's  own  experiences  in 
universities  where  educators  housed  the  "quest  for  truth  in  an  edifice  of 
false  pretences,"  the  Collegiate  Gothic  still  architecturally  reputable. 
Less  caustic  in  expression,  his  Theory  of  Business  Enterprise  (1940)  held 
far  more  portentous  conclusions.  Since  social  institutions  necessarily 
lagged  behind  technological  development,  and  since  profit  was  to  be 
drawn  from  that  lag,  Veblen  declared  that  the  conflict  between  society 
and  its  technological  growth  would  develop  and  spread.  Ultimately, 
business  enterprise— which  had  replaced  military  men  with  millionaires 
at  the  top  of  the  social  pyramid—would  find  itself  driven  to  war  in  order 
to  dispose  of  its  surpluses  and  still  retain  the  market  economy. 

Not  all  the  students  influenced  by  Veblen  accepted  the  implications 
of  that  exposition.  Many  set  about  more  practical  observation  of  the 
world  they  lived  in.  Under  guidance  by  such  teachers,  economic  studies 
tended  to  stress  accumulation  of  facts  about  the  operation  of  finance, 
industry,  and  taxation  rather  than  abstract  theory.  Thus  Veblen,  who  was 
a  maker  of  social  myths  like  Rousseau,  became  a  stimulus  to  economic 
study  relatively  divorced  from  theory. 

It  was  to  the  past,  which  had  helped  shape  the  world  the  economists 
were  studying,  that  historians  and  political  thinkers  like  James  Harvey 
Robinson,  J.  Allen  Smith,  and  Charles  A.  Beard  turned  their  students' 
attention.  Robinson  and  Beard  both  denied  that  the  study  of  past  politics 
was  the  only  task  proper  to  the  historian.  Politics,  in  point  of  fact,  was 
but  the  glittering  oil-slick  on  the  surface;  history  took  its  origins  in  other 
aspects  of  man's  life.  Hence,  Robinson  directed  his  students  to  the  way 
the  modern  mind  had  been  shaped.  He  had  predecessors  to  be  sure. 
Henry  Adams  offered  brilliant  analysis  of  the  American  spirit  in  his 
History  of  the  United  States  in  the  Administrations  of  Jefferson  and 
Madison.  Novelist  Edward  Eggleston,  in  his  Transit  of  Civilization  from 
England  to  America,  had  produced  a  pioneer  work  in  social  history.  But 
Robinson  made  the  intellectual  and  social  aspects  of  the  past  not  an  annex 
but  the  foreground  of  study.  The  "New  History"  was  harder  to  write  than 
the  old,  for  it  could  not  use  war  and  changes  of  administration  as  frame- 
work, but  it  broadened  the  scope  of  concern  with  the  past  and  made  that 
more  relevant  to  the  present. 

In  1907,  J.  Allen  Smith,  professor  at  the  University  of  Washington, 
published  The  Spirit  of  American  Government.  In  this,  he  expounded  the 
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coup  d'etat  theory  of  the  Constitution,  which  he  regarded  as  an  essen- 
tially undemocratic  document  skilfully  devised  to  "establish  the  suprem- 
acy of  the  well-to-do  classes"  and  to  prevent  the  majority  from  making 
its  will  prevail.  Out  of  that  effort  to  thwart  exercise  of  the  popular  will 
came  irresponsibility  in  the  structure  of  American  government  and  cor- 
ruption in  the  practice  of  politics.  Thoroughgoing  as  was  Smith's  analysis, 
it  did  not  raise  the  storm  of  protest  provoked  by  Charles  A.  Beard's 
An  Economic  Interpretation  of  the  Constitution.  Like  Smith,  Beard 
showed  that  the  Constitution  represented  not  the  popular  will  but  shrewd 
effort  to  control  that  will  for  the  sake  of  a  national  interest  with  large 
pecuniary  stakes.  Beard  went  on  to  explore  the  relation  between  individ- 
ual Founding  Fathers  and  that  stake.  Perhaps  it  was  his  direct  minute- 
ness in  inquiry  which  evoked  the  almost  comical  degree  of  vituperation 
that  greeted  the  book  when  it  appeared  in  1913.  Analysis  which  would 
have  seemed  plausible  to  Patrick  Henry  or  Richard  Henry  Lee  or  Madison 
himself  reeked  of  Use  majeste  to  the  conservative  New  York  press.  What 
Beard's  researches  disclosed  was  true  enough;  it  was  his  failure  to  indicate 
that  enlightened  public  policy  and  private  interest  were  not  necessarily 
irreconciliable  that  lay  at  the  heart  of  the  matter.  But  his  critics  failed  to 
point  this  out;  and  Beard  was  damned  for  the  wrong  reasons. 

While  the  previously  mentioned  work  of  Herbert  Croly  and  of  Profes- 
sor Smith  was  based  upon  the  assumption  that  social  change  could  be 
directed  by  political  action,  one  of  the  most  brilliant  sociological  works 
of  the  period  denied  that  such  conscious  guidance  was  possible.  In  1907, 
William  Graham  Sumner  published  Folkways,  an  analysis  of  custom 
and  its  influence.  Out  of  a  painstaking  accumulation  and  examination  of 
anthropological  data,  Sumner  concluded  that  social  change  was  a  secre- 
tion of  the  social  process  and  entirely  beyond  social  control.  Nor  was 
any  essential  change  likely.  For  man  was  ruled  not  by  surface  reasoning 
but  by  the  mores,  the  manners  and  customs  of  society,  end-products  of 
long  human  evolution. 

William  James  had  expounded  Pragmatism  by  name  in  1907  and  soon 
convinced  a  considerable  segment  of  the  literate  public  that  philosophy 
had  finally  learned  to  "speak  American."  By  1916,  as  John  Dewey  built 
upon  James*  insights,  he  found  himself  in  sharp  disagreement  with 
Sumner's  contention  that,  essentially,  social  change  was  beyond  conscious 
guidance,  Instead  of  considering  man  in  the  variety  of  his  life— as  Aristotle 
had— professional  philosophers  limited  themselves  to  definitions  or  a 
search  for  absolute  truth,  beauty,  or  goodness.  Hence,  rather  than  take 
counsel  from  philosophy,  man  sought  his  image  in  literature  and  his 
effective  guides  in  politics.  During  the  next  decade,  while  Dewey's 
reputation  grew,  his  concern  to  make  philosophy  not  merely  a  manner 
of  intellectual  inquiry  but  also  a  method  for  improving  the  control  of 
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social  evolution  may  well  have  been  a  major  factor  in  the  wide  accept- 
ance won  by  his  views. 


THE  TAFT  ADMINISTRATION 

In  positive  achievement,  Roosevelt's  domestic  policy  might  be  char- 
acterized with  the  converse  of  his  own  epigram,  for  he  spoke  loudly  and 
carried  a  club  which  was  padded.  His  words  and  his  magnetism  had 
roused  public  expectation  nonetheless.  And  Taft,  who  commanded  no 
facile  phrases,  was  charged  with  making  good  on  his  predecessor's  words. 
Actually,  Roosevelt  preferred  Elihu  Root  for  successor,  but  Roofs  back- 
ground as  a  corporation  lawyer  made  him  politically  unavailable.  Since 
1905,  in  consequence,  Secretary  of  War  Taft  had  been  heir-apparent 

The  Republicans  assembled  at  Chicago  on  June  16,  1908,  with  Henry 
Cabot  Lodge  presiding  as  permanent  chairman.  The  opposition  of  a 
handful  of  western  delegates  was  crushed  relentlessly.  Senator  LaFollette 
fathered  a  draft  platform  which  was  submitted  by  a  minority  of  the 
resolutions  committee.  This  report  proposed  that  a  physical  valuation  of 
railroad  properties  be  made  as  a  basis  for  governmental  rate  regulation, 
that  the  tariff  be  revised  on  the  basis  of  differing  costs  of  production  in 
the  United  States  and  abroad,  that  a  permanent  tariff  commission  be  set 
up,  that  senators  be  elected  by  direct  popular  vote,  and  that  campaign 
contributions  and  expenditures  be  made  public.  Orators  stigmatized  the 
minority  report  as  a  "socialistic  and  Democratic  document/'  and  it  re- 
ceived but  28  votes  (nevertheless,  three  of  the  proposals  became  law  and 
the  other  two  were  to  receive  lip-service  from  Republican  politicians  in 
years  to  come). 

The  platform  presented  by  the  majority  of  the  resolutions  committee 
praised  the  Roosevelt  administration  and  pledged  the  Republican 
nominee  to  continuance  of  the  Roosevelt  policies.  It  promised  tariff 
revision,  and  legislation  to  strengthen  the  Sherman  Law  and  the  Inter- 
state Commerce  Act.  Currency  reform  was  mentioned  as  desirable, 
although  no  specific  program  was  offered,  and  an  ambiguously-worded 
plank  on  injunctions  was  included  as  a  sop  to  organized  labor. 

Presidential  control  of  convention  delegates  from  the  South,  with  its 
insignificant  Republican  vote,  assured  that  Roosevelt  would  have  his  way 
about  the  nominee.  Taft  was  named  Presidential  candidate  on  the  first 
ballot.  For  the  Vice-Presidency,  the  Republicans  chose  James  S.  Sherman, 
a  New  York  congressman. 

Democracy's  host  gathered  at  Denver,  July  7,  with  Bryan  once  again 
dominating  the  proceedings.  It  was  he  who  drafted  the  plank  on  trusts, 
denouncing  industrial  consolidations  and  pledging  more  effective  anti- 
trust legislation.  As  a  further  blow  against  the  trusts,  the  platform  recom- 
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mended  that  products  which  competed  with  trust-made  commodities  be 
admitted  duty-free.  Other  planks  pledged  an  income  tax  law  and  a  ban 
upon  issue  of  injunctions  in  labor  disputes  by  federal  courts.  Bryan 
himself  was  nominated  on  the  first  ballot  and  John  W.  Kern  of  Indiana 
was  named  to  run  with  him. 

The  campaign  which  followed  bore  close  resemblance  to  that  of  1904, 
the  only  important  departure  being  the  support  given  Bryan's  candidacy 
by  Samuel  Gompers,  president  of  the  AFL.  In  the  dialect  of  his  Japanese 
Schoolboy,  humorist  Wallace  Irwin  summarized  campaign  oratory  in  this 
fashion:  "Hon.  Taft  say,  "A  President  should  be  like  Hon.  Roosevelt, 
only  less  so.  Hon.  Bryan  say,  'A  President  should  be  like  Hon.  Theodore 
Roosevelt,  only  more  so/  " 

Taft  received  a  popular  vote  of  7,677,788  against  Bryan's  6,407,982. 
Debs  polled  420,890  votes  for  the  Socialist  Party  and  Watson  29,146  for 
the  Populists.  Bryan  won  1,323,000  more  votes  than  Parker  had  received 
in  1904,  although  he  did  not  equal  his  own  1896  vote.  The  electoral  count 
was  321  for  Taft  and  162  for  Bryan  with  the  Democratic  candidate  carry- 
ing the  Solid  South,  all  the  border  states  but  Maryland,  and  the  three 
western  states  of  Colorado,  Nebraska,  and  Nevada.  To  the  lower  house 
of  the  61st  Congress,  there  were  elected  219  Republicans  and  172  Demo- 
crats. The  new  Senate's  composition  was  to  be  32  Democrats  and  60 
Republicans.  Theodore  Roosevelt,  having  seen  his  friend  and  successor 
inducted  into  office,  took  his  departure  immediately  from  the  American 
shore  to  hunt  big  game  in  Africa  and  to  make  a  triumphal  tour  of  the 
European  capitals.  But  the  shadow  of  Roosevelt  filled  the  White  House 
and  his  name  was  more  frequently  on  men's  lips  than  that  of  the  new 
President. 

William  Howard  Taft  was  fifty-two  years  old  when  he  took  the  Presi- 
dential oath.  A  native  of  Ohio,  he  had  attended  Yale  College  and  had 
studied  law  at  Cincinnati.  A  year  after  his  graduation  he  was  launched 
on  a  public  career  and  until  his  election  to  the  Presidency  he  continued 
an  officeholder,  being  elected  to  but  one  post  and  appointed  to  eight. 
In  his  career  in  politics  Taft  had  been  befriended  by  two  men,  his  elder 
half-brother,  Charles  P.  Taft,  who  had  helped  financially,  and  his  chief, 
Theodore  Roosevelt,  who  had  advised,  encouraged,  and  finally  had  be- 
stowed the  Presidential  succession  on  him.  Taft  was  grateful  and  never 
missed  an  opportunity  to  show  and  voice  his  appreciation  to  his  two 
mentors.  At  any  other  time,  Taft  would  have  made  a  thoroughly  accept- 
able chief  executive,  for  he  had  all  the  personal  qualities  that  make  for 
success.  He  was  extraordinarily  good-natured,  placid  in  temperament, 
slow  to  awaken  to  suspicion,  more  than  willing  to  let  others  work  for 
him.  He  was  fond  of  travel  and  speechmaking,  had  a  positive  gift  for 
extemporaneous  address,  and  liked  to  show  himself  to  the  public,  appear- 
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ing  times  innumerable  at  conventions,  dinners,  cornerstone  layings,  and 
the  dedication  of  public  monuments.  His  idea  of  the  Presidency  was  quite 
simple.  One  partitioned  the  executive  functions  among  a  trusted  group 
of  advisers,  respected  the  legislative  prerogatives  of  Congress.,  main- 
tained harmony  in  the  party  by  a  judicious  employment  of  the  federal 
patronage,  and  placed  one's  faith  in  the  genius  of  the  Republican  party. 
But  it  was  his  unhappy  lot  to  reap  the  whirlwind  his  predecessor  had 
sown,  and  his  administration,  despite  its  solid  achievement,  was  destined 
to  end  in  disaster  with  public  confidence  gone  and  the  Republican  party 
disrupted  by  factional  quarrels.  Theodore  Roosevelt  made  Taft  President 
and  Theodore  Roosevelt's  unredeemed  promises  of  a  new  day  made  the 
Ohioan's  administration  a  nightmare. 


From  ike  Syracuse  Herald 


PASSING   ON  THE   TORCH 


"Let  at  least  the  satisfaction  be  ours  that  we  have  carried  onward  the 
lighted  torch  in  our  own  day  and  generation.  If  we  do  this,  then,  as  our 
eyes  close,  and  we  go  into  the  darkness,  and  other  hands  grasp  the  torch, 
at  least  we  can  say  that  our  part  has  been  borne  well  and  valiantly." 
From  Roosevelt's  Lecture  at  Oxford. 

Taffs  Cabinet  was  not  particularly  distinguished.  The  State  office  he 
gave  to  the  capable  Philander  C.  Knox,  the  Attorney  General  of  Roose- 
velt's administration,  but  the  strongest  person  in  the  Cabinet  was  George 
W.  Wickersham  of  New  York,  who  was  appointed  Attorney  General.  Taft 
refused  to  name  William  Loeb,  Jr.,  Roosevelt's  private  secretary,  to  his 
Cabinet  or  retain  James  R.  Garfield  in  the  Department  of  Interior,  and 
this  action  caused  the  first  rift  between  the  two  men. 
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The  achievement  of  the  Taft  administration  was  notable.  After  40  years 
of  opposition  from  the  American  Bankers  Association,  the  United  States 
finally  established  Postal  Savings  banks  in  1910.  Similar  opposition  from 
trade  associations  of  wholesalers,  who  feared  loss  of  business  for  their 
small-town  outlets,  was  overcome  in  1912  and  a  parcel-post  law  was 
finally  enacted.  Income  taxes  and  the  direct  election  of  senators  were 
made  possible  by  the  16th  and  17th  Amendments.  Taft  supported  the 
Congressional  resolutions  presenting  these  to  the  states  for  ratification, 
and  both  became  part  of  the  Constitution  in  1913,  while  he  was  still 
President.  Taft's  Attorney  General,  George  Wickersham,  brought  90  anti- 
trust suits  against  such  industrial  giants  as  the  General  Electric  Company, 
the  National  Cash  Register  Company,  the  United  Shoe  Machinery  Com- 
pany, the  United  States  Steel  Corporation,  the  International  Harvester 
Company,  the  American  Sugar  Refining  Company,  and  the  Corn  Products 
Refining  Company.  In  the  Standard  Oil  and  American  Tobacco  cases,  the 
Supreme  Court  ordered  the  controlling  holding  companies  dissolved.  It 
could  not  prevent  the  same  individuals  from  continuing  to  own  large 
shares  in  each  of  the  successor  organizations.  Competition,  in  fact,  stood 
as  it  was  before  the  antitrust  actions  began.  President  Taft  hailed  the 
decisions  as  great  legal  victories.  Observers  less  concerned  with  the  letter 
of  the  law  were  inclined  to  think  that  the  mountain  had  labored  to  bring 
forth  a  mouse. 

Railroad  Legislation.  In  the  field  of  railroad  regulation,  Supreme  Court 
decisions  were  less  equivocal.  In  1909,  it  upheld  the  ban  on  rebates.  The 
Court  also  found  constitutional  the  "commodity  clause,"  which  forbade 
railroads  to  own  commodities  that  constituted  a  major  item  of  their 
business.  This  was  particularly  significant  for  roads  which  owned  large 
coal  mines  and  served  coal  producing  areas.  Such  ownership  permitted 
a  railroad  to  favor  itself  in  matters  like  making  coal  cars  available  even 
if  it  refrained  from  discrimination  in  rates.  To  be  sure,  the  1909  ruling 
found  that  railroads  would  satisfy  the  requirements  of  the  law  if  they 
transferred  their  holdings  to  other  companies.  Not  until  1920  did  the 
high  tribunal  give  the  commodity  clause  real  effect.  Then  in  U.S.  v.  Read- 
ing Company  (253  U.S.  26),  it  declared  against  a  holding  company's 
owning  both  a  railroad  and  the  corporation  producing  the  coal  that 
railroad  transported.  In  1910,  meanwhile,  the  Supreme  Court  found  that 
Congress  acted  constitutionally  in  merely  laying  down  general  provisions 
for  administrative  guidance.  Whether  Interstate  Commerce  Commission 
orders  were  expedient  or  not,  the  Supreme  Court  would  interfere  only 
if  railroads  proved  ICC  rate  orders  confiscatory.  And  in  1913,  the  Court 
upheld  the  Commission's  right  to  protect  investors  as  well  as  shippers 
when  it  declared  ICC  power  sufficient  to  intervene  in  the  internal  affairs 
of  railroads  as  well  as  in  rate  matters. 
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The  most  important  railroad  legislation  of  the  Taft  Administration 
was  the  Mann-Elkins  Act  of  1910.  As  drafted  by  Attorney  General  Wick- 
ersham,  the  bill  legalized  rate  and  class  agreements.  It  established  a  new 
Court  of  Commerce  to  which  appeals  might  be  taken  from  ICC  rulings, 
and  gave  this  court  power  to  enjoin  those  rulings  ex  parte  (without 
hearings )  if  they  cut  rates.  Further,  appeal  to  other  courts  was  to  depend 
on  the  Attorney  General  rather  than  on  the  ICC  through  its  own  counsel. 

Immediately,  the  dissident  Republicans,  whom  Ray  Stannard  Baker 
and  Mark  Sullivan  had  named  the  Insurgents,  attacked  the  Wickersham 
proposal  in  the  Senate.  By  1910,  the  Senate  Old  Guard  of  conservative 
Republicans  had  been  depleted  by  death  and  defeat,  and  the  Insurgents 
had  measured  their  strength  in  the  struggle  against  the  Payne-Aldrich 
Tariff  Act.  Senator  Cummins  of  Iowa  charged  that  the  new  Commerce 
Court  was  a  natural  target  for  corruption  (and  within  two  years  o£  its 
organization,  one  of  its  judges  had  to  be  impeached;  the  court  itself  was 
abolished  in  1912).  Cummins'  criticism  secured  important  amendments 
of  the  Administration  project:  the  new  tribunal  was  not  to  be  a  court 
of  last  resort;  private  parties  might  intervene  in  proceedings  before  it; 
and  it  was  not  to  issue  injunctions  ex  parte.  When  the  Attorney  General 
made  support  of  his  bill  a  test  of  party  loyalty,  LaFollette  took  up  the 
challenge.  He  attacked  Wickersham's  handling  of  the  suit  to  bar  merger 
between  the  New  York,  New  Haven,  and  Hartford  and  the  Boston  and 
Maine  railroads,  even  though  the  merger  had  been  prevented.  As  a  result 
of  the  Insurgent  onslaught,  the  Senate  approved  another  amendment 
allowing  ICC  counsel  rather  than  the  Attorney  General  to  prosecute  its 
cases. 

After  a  dogged  fight  in  conference,  the  Mann-Elkins  Act  emerged  a 
very  different  measure  from  that  which  the  administration  had  spon- 
sored. In  its  final  form,  the  Mann-Elkins  law  allowed  the  ICC  to  take  the 
initiative  in  rate  cases.  The  Commission  might  suspend  new  schedules 
while  it  inquired  into  their  reasonableness.  The  new  Commerce  Court 
was  made  a  means  of  expediting  not  thwarting  the  ICC  in  its  work.  The 
Act  made  the  long-and-short  haul  clause  of  the  law  of  1887  effective  at 
last,  for  it  struck  out  the  phrase  "under  substantially  similar  circumstances 
and  conditions."  ICC  jurisdiction  was  further  extended  to  include  cable, 
telephone,  telegraph,  and  wireless  companies.  In  addition,  the  Mann- 
Elkins  Act  provided  for  a  commission  to  report  on  the  need  to  make  a 
physical  valuation  of  the  nation's  railroads.  The  commission  approved 
the  project  in  November,  1911,  and  two  years  later  LaFollette  won  his 
victory.  His  proposal  for  such  a  valuation  had  been  jeered  when  he 
offered  it  as  a  freshman  senator;  in  1913,  President  Taft  signed  the  Physi- 
cal Valuation  Act.  This  empowered  the  ICC  to  appraise  and  report  the 
value  of  all  property  owned  by  the  common  carriers  under  its  jurisdic- 
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tion;  further,  it  was  to  report  such  value  for  the  cost  of  reproduction 
new,  reproduction  cost  less  depreciation,  and  original  cost  to  date.  The 
results  of  the  ICC  studies,  completed  in  1921,  were  supposed  to  provide 
a  scientific  criterion  for  fair  railroad  rates. 

Reform  of  the  House.  The  Mann-Elkins  Act  is  only  one  of  the  instances 
in  which  even  the  accomplishments  of  Taft's  administration  brought  him 
small  credit.  But  shortcomings  brought  blame  aplenty.  The  new  admin- 
istration had  hardly  opened  before  it  faced  Insurgent  attack.  In  Decem- 
ber, 1908,  25  Republican  members  of  the  House,  including  Murdock 
of  Kansas,  Lindbergh  of  Minnesota,  Nelson  of  Wisconsin,  and  Norris  of 
Nebraska,  banded  together  for  action  in  the  new  session.  The  target 
of  their  attack  was  the  House  rules.  These  gave  the  Speaker  complete 
domination.  He  had  the  power  to  appoint  committees,  to  recognize  mem- 
bers, to  call  up  legislation,  and  to  dictate  House  procedure  through  con- 
trol of  the  Rules  Committee  of  which  the  Speaker  was  chairman.  The 
Insurgents  buttonholed  new  members,  and  convinced  them  that  reform 
was  possible.  When  the  special  session  which  President  Taft  had  called 
assembled,  Joseph  G.  Cannon  of  Illinois  was  re-elected  Speaker.  Rou- 
tinely, he  recognized  a  member  to  move  that  the  old  rules  be  adopted. 
With  Democratic  help,  the  Insurgents  defeated  the  motion.  Then,  the 
regulars  secured  the  support  of  23  Democrats  and  the  old  rules  were 
adopted.  In  reward  for  their  aid,  it  was  said  that  certain  constituents  of 
the  obliging  Democrats  had  been  favored  in  pending  tariff  schedules.  And 
in  retaliation  for  the  Insurgents'  revolt,  Cannon  deprived  them  of  desir- 
able committee  posts.  The  Insurgents  won  a  concession,  however,  in 
the  assignment  of  "Calendar  Wednesday"  as  a  time  when  committee 
chairmen  had  the  right  to  report  regardless  of  the  Speaker's  favor. 

On  March  16, 1910,  Cannon  attempted  to  push  a  census  measure  before 
Calendar  Wednesday,  since  the  census  was  "privileged"  as  a  matter  men- 
tioned in  the  Constitution.  He  was  voted  down,  but  sustained  on  the  day 
following.  Then,  Representative  Norris  offered  another  "privileged" 
resolution,  his  measure  to  revise  the  House  rules.  The  House  was  driven 
into  all-night  session  while  Cannon  sought  to  mobilize  his  regulars  before 
making  his  ruling.  Meanwhile,  to  secure  necessary  Democratic  support, 
Norris  modified  his  resolution  and  eliminated  the  provision  which  divided 
the  Representatives  into  geographical  groups  from  each  of  which  the 
House  was  to  elect  a  member  of  the  Rules  Committee.  Cannon  offered 
to  permit  the  House  to  elect  that  committee  if  the  Speaker  might  be  a 
member.  The  Insurgents  rejected  his  offer.  Then,  at  noon  on  March  19, 
1910,  Cannon  finally  handed  down  his  ruling:  Norris'  motion  to  amend 
the  rules  was  not  "privileged."  By  182  to  160  votes,  with  35  Insurgent 
Nays  decisive,  the  House  rejected  Cannon's  decision.  The  Speaker's  eyes 
brimmed  with  tears  at  the  rebuff,  or  so  it  is  reported.  He  offered  to  resign 
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the  post  he  had  held  since  1903;  but  his  sacrifice  was  not  accepted. 
Instead,  Norris  moved  that  the  House  elect  a  Rules  Committee  which 
should  choose  its  own  chairman  and  on  which  the  Speaker  was  not  to 
serve.  That  proposal  carried,  191  to  156.  The  iron  grip  of  the  Speaker  was 
broken.  In  1911,  to  anticipate,  when  the  Democrats  organized  the  House, 
they  further  limited  the  Speaker's  power  by  denying  him  the  right  to 
make  committee  assignments.  That  task  was  given  the  Committee  on 
Ways  and  Means,  with  the  entire  membership  allowed  a  voice  in  con- 
firmation. As  a  result,  dominance  over  the  House  shifted  from  the  Speaker 
to  the  Committee  on  Rules,  which  dictated  the  order  of  business  and 
even  buried  legislation  it  disapproved  although  disinterment  was  pos- 
sible on  petition  to  discharge. 

Tariff  Legislation.  The  fight  against  domination  of  the  House  by 
Cannon  and  the  Republican  faction  he  represented  indicated  how  thor- 
oughly the  party  had  been  split  by  dissension.  Although  President  Taft 
had  neither  personal  nor  political  regard  for  Cannon,  he  took  no  active 
part  in  the  struggle  to  return  control  of  the  House  to  its  members.  Such 
meddling  with  a  co-ordinate  branch  of  government  was  no  part  of  Taft's 
philosophy.  But  the  Cannon  episode  offered  Taffs  opponents  another 
opportunity  to  picture  him  as  a  reactionary,  failing  in  his  duty  to  follow 
the  Roosevelt  policies.  The  new  tariff  bill  had  laid  the  fuel  for  the  fire 
of  that  criticism.  Since  1900,  living  costs  had  risen  steadily  to  reach  a 
peak  in  1907.  High  tariffs  were  blamed  for  part  of  the  rise  as  well  as  for 
the  growing  power  of  large  enterprises.  By  1908,  the  demand  for  tariff 
changes,  another  problem  Roosevelt  had  been  able  to  escape,  so  im- 
pressed politicians  that  the  Republican  party  platform  pledged  revision. 
To  meet  that  pledge,  President  Taft  summoned  Congress  in  special 
session. 

The  House  bill  put  hides,  iron  ore,  wood  pulp,  and  flax  on  the  free  list. 
It  permitted  a  quota  of  Philippine  products  to  enter  free  of  duty.  It  cut 
rates  on  iron,  steel,  and  lumber,  and  raised  duties  on  mercerized  goods, 
hosiery,  plate  glass,  fruits,  and  women's  gloves.  After  passing  the  House 
on  April  9,  the  Payne  bill  went  to  the  Senate.  There  it  was  referred  to 
Senator  Aldrich's  Committee  on  Finance,  which  handled  it  in  secret 
session  and  brought  it  before  the  Senate  with  600  amendments:  iron,  flax, 
and  coal  were  deleted  from  the  free  list;  duties  on  cotton  and  woolen 
goods  were  increased;  and  the  tariff  on  print  paper  was  doubled.  Ten 
Senators-Dolliver  and  Cummins  of  Iowa,  Crawford  and  Gamble  of 
South  Dakota,  Brown  and  Burkett  of  Nebraska,  Clapp  and  Nelson  of 
Minnesota,  Beveridge  of  Indiana,  and  LaFollette— attacked  the  measure. 
On  May  18,  Senator  Aldrich  offered  concessions:  cuts  in  the  tariff  on 
knitting  needles,  bronze  powder,  brocade,  and  Christmas  tree  decora- 
tions. Insurgent  leaders  tore  into  the  bill,  dividing  the  schedules  among 
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themselves  for  devastating  analysis.  Their  speeches  bored  their  Republi- 
can colleagues,  delighted  the  Democrats,  and  roused  the  country,  the 
more  readily  since  newspaper  owners  were  injured  by  the  duty  on  news- 
print. 

The  Payne-Aldrich  Act,  which  finally  carried  over  Insurgent  opposition, 
was  the  first  Republican  tariff  to  be  lower  than  its  predecessor,  and  it 
did  embody  lip-service  to  nonpolitical  tariff -making  by  including  a  Tariff 
Board. 

But  the  new  act  marked  no  serious  departure  from  the  high  protective 
principle  written  into  the  Dingley  Act  of  1897;  it  continued  to  show  the 
same  indifference  toward  American  foreign  trade.  Duties  were  lowered 
on  commodities  where  there  was  no  competition  or  where  American 
products  dominated  the  world  market.  Thus,  on  coal,  iron  ore,  lumber, 
and  fabricated  iron  and  steel  the  rates  were  lowered,  though,  as  Taussig 
says,  if  the  principle  of  equalization  of  costs  had  been  applied  these 
duties  would  have  been  entirely  eliminated.  Raw  hides,  wood  pulp,  and 
oil  were  put  on  the  free  list  and  a  concession  was  made  to  the  farmers 
in  the  lowering  of  the  duties  on  harnesses,  lumber,  and  window  glass. 
The  indefensible  wool  schedule  (the  so-called  Schedule  K),  on  which 
popular  indignation  was  largely  centered,  was  practically  untouched,  for 
only  3  of  its  78  items  were  changed.  The  sugar  rates,  too,  were  permitted 
to  stand  except  for  the  lowering  of  the  differential  on  refined  sugar  from 
12/2  cents  to  7/2  cents  per  100  pounds.  The  Act  permitted  the  importation, 
duty-free,  of  300,000  tons  of  Philippine  sugar,  continued  to  allow  the 
free  importation  of  Hawaiian  and  Puerto  Rican  sugar,  and  maintained 
the  20  per  cent  reduction  on  Cuban  sugar.  The  upshot  was  that  the 
domestic  cost  of  production  plus  the  Cuban  sugar  duty  fixed  the  price 
for  the  American  consumer  and  therefore  the  real  gainer  was  the  Sugar 
Trust,  which  was  by  now  heavily  interested  in  the  American  beet-growing 
industry.  Thus  the  sugar  rates,  originally  contrived  as  a  revenue-producing 
device,  had  been  turned  into  a  protective  schedule  to  enrich  a  monopoly. 

The  1909  Act  embodied  several  new  administrative  provisions.  It  set 
up  the  principle  of  maximum-minimum  rates  common  to  European  tariffs. 
The  rates  of  the  Act  were  to  be  regarded  as  the  minimum  rates  and  the 
President  was  empowered  to  impose  a  higher  set  of  duties  (based  on  an 
increased  valuation  of  25  per  cent  on  the  imported  articles)  on  the  com- 
modities of  countries  discriminating  against  American  products,  But  on 
April  1, 1910,  Taft  announced  that  no  discrimination  was  being  employed 
by  any  nation,  with  the  result  that  only  the  minimum  rates  applied. 
A  Tariff  Board  was  created.  Taft  had  had  high  hopes  for  this  Board  and 
expected  it  would  employ  its  time  in  studying  American  production  costs 
in  order  to  prepare  a  scientific  set  of  schedules.  But  the  Board  was  used 
largely  to  determine  whether  foreign  discrimination  existed,  in  accord- 
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ance  with  the  requirements  of  the  maximum-minimum  provision;  it  did 
prepare  three  reports,  however.  The  Democratic  House  withdrew  the 
Board's  appropriation  in  December,  1912,  and  it  thus  passed  silently  from 
the  scene.  The  reciprocity  provisions  of  the  Act  of  1897  were  dropped 
and  the  President  was  empowered  to  terminate  the  few  inconsequential 
agreements  which  had  been  made  under  them.  An  excise  tax  of  1  per 
cent  on  the  net  incomes  of  business  corporations  was  imposed.  In  the  first 
year  of  its  operation  it  produced  but  $20,950,000,  so  it  could  not  have 
been  regarded  as  being  particularly  oppressive, 

Election  of  1910.  Taft  was  not  particularly  satisfied  with  the  Payne- 
Aldrich  tariff.  But  as  he  took  to  the  stump  to  help  Republican  candidates 
in  the  Congressional  campaign  of  1910,  he  chose  to  defend  it.  With  the 
same  political  ineptitude  with  which  Taft  had  handled  the  Pinchot- 
Ballinger  dispute,2  he  ignored  LaFollette,  and  praised  Aldrich  and  Can- 
non in  the  heart  of  insurgent  territory.  At  Winona,  Taft  called  the  Payne- 
Aldrich  Act  "the  best  bill  that  the  Republican  party  ever  passed."  Voters 
recalled  Taft's  reported  reluctance  to  sign  the  measure  he  was  praising. 
Too,  they  remembered  how  Republican  "best  mind,"  Senator  Elihu  Root, 
had  made  no  attempt  to  secure  the  tariff  cuts  which  he  thought  were 
needed  and  to  which  his  party  was  pledged.  And  they  voted  the  Old 
Guard  down.  Only  Colorado,  Utah,  Wyoming  and  Montana  remained  in 
the  regular  camp;  elsewhere  in  western  Republican  states— except  in 
Indiana  where  Albert  J.  Beveridge  lost  his  Senate  seat—the  Insurgents 
triumphed.  And  in  the  rest  of  the  United  States  Democrats  won.  They 
elected  17  governors,  including  reformers  Foss  of  Massachusetts  and 
Wilson  of  New  Jersey;  and  they  won  control  of  the  House.  By  1911,  the 
Senate  had  41  Democratic  and  51  Republican  members,  with  Insurgents 
holding  a  balance  of  power;  the  House  numbered  229  Democrats,  161 
Republicans  and  1  Socialist 

Canadian  Reciprocity.  The  stage  was  set  for  two  years  of  futility.  And 
so  Taft  found  them.  His  one  legislative  victory,  tariff  reciprocity  with 
Canada,  culminated  in  ludicrous  anticlimax.  Because  of  the  Canadian 
tax  on  wood  pulp  exports,  the  United  States  applied  maximum  rates  to 
imports  from  Canada.  After  prolonged  diplomatic  haggling,  Canada  made 
certain  formal  concessions,  and  the  United  States  accorded  her  products 
the  benefit  of  minimum  rates.  Further  discussions  produced  a  reciprocity 
agreement  which  gave  American  manufacturers  lower  Canadian  duties 
but  put  many  farm  products  on  the  United  States  free  list.  Insurgents 
from  agricultural  areas  protested  the  louder  when  Taft,  who  had  vetoed 
their  "Farmers9  Free  list"  tariff  reduction  bill,  called  Congress  into  special 
session  and  used  executive  pressure  on  behalf  of  reciprocity.  With  Demo- 

2  See  below,  pp   11,6-17. 
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cratic  support,  Taft  secured  enactment  of  the  measure  in  July,  1911. 
Then,  Canadian  protectionists  and  transport  interests  used  certain  indis- 
creet annexationist  remarks  by  Senator  Champ  Clark  and  by  Taft  him- 
self, to  discredit  reciprocity  in  Canada.  Sir  Wilfrid  Laurier's  Liberal 
ministry  was  defeated  on  the  issue:  and  Canada  rejected  the  agreement 
Taft  had  so  toiled  to  make  his  countrymen  accept. 

Conservation  Dispute.  As  the  campaign  of  1912  approached,  Taft 
beheld  the  achievements  of  his  administration  ignored  or  belittled,  while 
its  deficiencies  were  magnified,  His  party  was  disrupted;  his  friendship 
with  Roosevelt  broken.  Honest  conservative  as  Taft  was,  he  saw  himself 
tarred  with  the  conservatism  that  was  merely  self-seeking.  Even  when 
Taft  was  in  the  right,  he  looked  wrong.  Thus,  in  the  Pinchot-Ballinger- 
Glavis  dispute,  he  was  put  into  the  position  of  being  indifferent  to  con- 
servation. Yet,  in  1910,  Taft  had  actually  secured  the  conservation  laws 
Roosevelt  had  failed  to  win:  Taft  obtained  legislative  warrant  to  with- 
draw water-power  and  certain  mineral  sites  from  entry  and  legislation 
permitting  separation  of  subsurface  from  surface  title,  thus  allowing  land 
to  be  used  for  grazing  or  even  for  cultivation  without  alienation  of  the 
minerals  below. 

The  famous  Pinchot-Rallinger  imbroglio  had  its  root  in  a  difference  of 
opinion  between  the  Chief  Forester  and  the  Secretary  of  the  Interior. 
Pinchot  declared  Ballinger's  restoration  of  certain  Wyoming  and  Montana 
waterpower  sites  to  entry  constituted  betrayal  of  conservation  principles. 
Pinchot  also  took  up  the  cause  of  Louis  P.  Glavis,  claim  investigator  for 
the  Department  of  the  Interior.  While  Ballinger  was  Commissioner  of 
the  Land  Office  under  Roosevelt,  certain  claims  to  Alaskan  coal  land 
awakened  Glavis'  suspicion.  His  inquiry  was  terminated  in  1908  for 
economy's  sake.  Ballinger  had  resigned  his  post,  meanwhile,  and  returned 
to  private  law  practice;  among  his  clients  was  the  claimant  Glavis  had 
challenged.  After  Taft  became  President,  Ballinger  was  named  Secretary 
of  the  Interior,  and  the  claim  Glavis  had  questioned  was  approved. 
Glavis  protested  to  Chief  Forester  Pinchot;  Pinchot,  for  his  part,  cham- 
pioned Glavis  and  brought  his  grievance  to  Senator  Dolliver.  On  Ballin- 
ger's  recommendation,  President  Taft  dismissed  both  Pinchot  and  Glavis 
from  government  service. 

Norman  Hapgood,  editor  of  Colliers,  published  Glavis'  account  of  the 
affair  in  November,  1909,  under  a  scarehead  implying  that  the  law  was 
being  stretched  to  benefit  the  Guggenheim  interests.  For  the  contested 
coal  lands  lay  near  an  unfinished  railroad  owned  by  the  Guggenheim 
company,  which  was  to  have  half  the  coal  claim  when  the  railroad  was 
finished  (incidentally,  the  road  was  never  completed).  While  charges 
and  countercharges  flew,  Pinchot  and  James  Garfield,  Ballinger's  prede- 
cessor as  Secretary  of  the  Interior,  sailed  to  meet  Roosevelt  and  tell  the 
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chief  how  his  heir  had  betrayed  him  and  conservation.  In  the  United 
States,  meantime,  demand  for  a  Congressional  inquiry  swelled  and  that 
cry  soon  became  part  of  the  fight  against  Speaker  Cannon's  domination 
of  the  House.  In  fact,  one  of  the  milestones  marking  the  progress  of  that 
struggle  was  set  in  February,  1910,  when  Representative  Norris  was  rec- 
ognized by  a  substitute  for  the  temporary  presiding  officer— Cannon's 
proper  deputy  had  gone  off  to  his  lunch— and  offered  a  motion  to  have 
the  House  members  of  the  joint  investigating  committee  chosen  by  the 
body  instead  of  the  Speaker.  Norris'  motion  was  carried  by  three  votes, 
foreshadowing  Insurgent  victory  to  come. 

Congressional  inquiry  into  the  Pinchot-Ballinger  affair  lasted  four 
months  and  was  rich  in  sensation.  Colliers,  to  save  itself  from  costly  libel 
suits,  secured  Louis  D.  Brandeis  as  counsel  for  Glavis;  and  Brandeis 
showed  that  the  President  and  Attorney  General  Wickersham  had  pre- 
dated a  report  which  exonerated  Ballinger.  Instead  of  careful  inquiry, 
apparently,  die  executive  had  given  Ballinger  a  free  hand  and  then  found 
reasons  to  justify  him.  Once  again,  Taft's  action  made  him  appear  over- 
ready  to  defend  the  letter  of  the  law  rather  than  what  Progressive  jour- 
nalists thought  were  the  broad  interests  of  the  people.  The  majority  of 
the  investigating  committee  found  that  Ballinger  had  acted  correctly, 
as,  indeed,  he  had.  Nevertheless,  the  uproar  forced  Ballinger's  resignation 
in  March,  1911.  Walter  Fisher  of  Chicago,  who  replaced  him,  was  well 
known  both  as  a  political  reformer  and  as  a  conservationist.  But  by  1911, 
Taft  could  do  no  right,  especially  in  the  eyes  of  the  pro-Roosevelt  group 
—and  the  more  unfairly  in  the  Ballinger  matter,  since  Ballinger  was  an 
original  Roosevelt  appointee. 

THE  CAMPAIGN  OF  1912 

Insurgency,  meanwhile,  was  taking  on  the  aspect  of  a  political  bloc. 
With  Jonathan  Bourne  of  Oregon,  LaFollette  organized  the  National 
Progressive  Republican  League  on  January  21,  1911.  The  declaration  of 
principles  said,  among  other  things: 

Under  existing  conditions  legislation  in  the  public  interest  has  been  baffled  and 
defeated.  This  is  evidenced  by  the  long  struggle  to  secure  laws  but  partially 
effective  for  the  control  of  railway  rates  and  services,  the  revision  of  the  tariff 
in  the  interests  of  the  producer  and  consumer,  statutes  dealing  with  trusts  and 
combinations, . . .  wise,  comprehensive  and  impartial  reconstruction  of  banking 
and  monetary  laws,  the  conservation  of  coal,  oil,  gas,  timber,  water  powers,  and 
other  natural  resources  belonging  to  the  public,  and  the  enactment  of  all  legis- 
lation solely  for  the  common  good. 

To  hasten  the  realization  of  popular  government  the  Insurgents  ad- 
vanced a  program  whose  major  tenets  were:  direct  election  of  United 
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States  senators;  direct  primaries;  Presidential  primaries  and  direct  elec- 
tion of  delegates  to  nominating  conventions;  the  initiative,  referendum, 
and  recall;  the  passage  of  corrupt  practices  acts. 

This  manifesto  was,  really,  in  the  nature  of  a  trial  balloon.  How  would 
Theodore  Roosevelt  take  it?  Theodore  Roosevelt  had  returned  from  his 
African  and  European  triumphs  in  June,  1910,  and  for  a  number  of  weeks 
his  silence  had  perplexed  standpatters  and  Insurgents  alike.  To  Taft  he 
was  polite  but  cool.  He  gave  his  approval  to  the  Payne-Aldrich  Tariff, 
was  noncommittal  about  the  Pinchot-Ballinger  row,  and  busied  himself 
trying  to  elect  his  friend  Henry  L.  Stimson  governor  of  New  York.  All 
this  did  not  appear  too  threatening  to  Taft's  hopes  for  his  party's  renom- 
ination.  But,  on  the  other  hand,  Roosevelt  had  delivered  an  address  at 
Osawatomie,  Kansas,  on  August  31,  1910,  in  which  he  had  voiced  his 
creed  of  the  New  Nationalism.  He  had  attacked  large  aggregations  of 
capital  with  his  old  vigor;  had  called  for  greater  governmental  participa- 
tion in  the  economic  and  social  life  of  the  nation;  and  had  enunciated 
an  elaborate  program  of  reforms.  He  had  said,  then: 

I  stand  for  the  square  deal  But  when  I  say  I  am  for  the  square  deal  I  mean 
not  merely  that  I  stand  for  fair  play  under  the  present  rules  of  the  game  but 
that  I  stand  for  having  those  rules  changed  so  as  to  work  for  a  more  substantial 
equality  of  opportunity  and  of  reward  for  equally  good  service. 

And  to  make  the  square  deal  a  possibility  he  recommended  publicity 
for  corporate  affairs,  governmental  control  over  corporate  capitalization, 
and  governmental  supervision  of  corporations  controlling  the  necessities 
of  life.  Roosevelt  also  advocated  tariff  revision  and  a  tariff  commission  of 
nonpartisan  experts,  conservation,  income  and  inheritance  taxes,  work- 
men's compensation  acts,  labor  codes,  and  state  and  national  laws  to 
regulate  child  labor.  In  the  field  of  political  practice,  Roosevelt  espoused 
the  direct  primary,  publication  of  campaign  contributions  before  elec- 
tion, and  a  ban  upon  use  of  corporate  funds  for  political  purposes.  In 
subsequent  addresses  and  in  his  writings  for  The  Outlook,  he  had  placed 
his  stamp  of  approval  on  the  LaFollette  program  of  direct  government, 
that  is  to  say,  the  initiative,  referendum,  and  recall. 

The  Insurgents,  in  the  light  of  these  pronouncements,  called  upon 
Roosevelt  to  join  the  Progressive  Republican  League.  Roosevelt  refused. 
He  was  not  unfriendly  toward  the  Insurgents,  however,  for  in  the  spring 
of  1911  he  sent  an  emissary  to  their  leaders  to  suggest  that  it  was  their 
duty  to  put  the  name  of  LaFollette  in  nomination  at  the  Republican  con- 
vention. In  the  summer  of  1911  the  LaFollette  campaign  was  launched, 
and  by  the  winter  it  had  made  rapid  headway— so  rapid  and  so  successful, 
in  fact,  that  Roosevelt  became  convinced  that  the  opposition  stood  a  fair 
chance  of  defeating  Taft  for  the  nomination.  LaFollette  had  done  his 
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work  well;  the  American  people  were  ready  to  follow  the  banner  of  re- 
form. Roosevelt,  apparently,  awaited  the  call  It  came  on  February  10, 
1912,  when  seven  Republican  governors  and  seventy  other  Republican 
leaders  from  twenty-four  states  met  at  Chicago  and  issued  a  statement 
calling  upon  all  Progressive  Republicans  to  support  Roosevelt.  But  would 
Roosevelt  take  the  nomination  if  it  were  proffered?  On  February  24, 
Roosevelt  crossed  the  Rubicon:  he  would,  he  said,  accept  the  Republican 
designation.  In  other  words,  he  would  approve  a  contest  for  delegates 
against  his  one-time  friend  and  protege  William  Howard  Taft. 

Taft's  partisans  charged  that  Roosevelt  was  impelled  by  ambition,  by 
personal  resentment-because  Taft  had  allowed  the  Roosevelt-approved 
acquisition  of  the  Tennessee  Coal  and  Iron  Company  by  United  States 
Steel  to  be  made  part  of  the  government's  antitrust  charges  against  the 
latter— and  by  the  tale-bearing  of  officious  meddlers.  LaFolIette's  partisans 
asserted  that  Roosevelt  saw  an  opportunity  to  return  to  Washington 
wrapped  in  a  toga  of  reform  which  other  men  had  woven.  Roosevelt's 
partisans  declared  that  their  leader  must  save  nation  and  party  alike  from 
the  standpatters.  And  Roosevelt's  preconvention  campaign  showed  how 
many  people  agreed.  He  carried  the  Presidential  primaries  of  Oregon, 
California,  Nebraska,  New  Jersey,  and  Maryland,  and  the  state  conven- 
tions of  Pennsylvania,  South  Oakota,  and  Ohio.  In  Washington,  Michigan, 
and  Indiana,  his  strength  was  sufficient  to  raise  contesting  delegations. 

The  Taft  forces  held  firm  control  of  the  convention  machinery,  how- 
ever. As  temporary  chairman,  Root  settled  all  contests  in  Taft's  favor. 
Then,  after  Senator  Harding  of  Ohio  had  offered  him  to  the  convention, 
Taft  was  renominated  on  the  first  ballot  and  Vice-President  Sherman  was 
named  with  him.  Roosevelt  fully  shared  his  supporters'  indignation  at  the 
convention's  use  of  the  Southern  delegations—whose  control  had  served 
him  so  well  in  1908.  The  young  Republican  who  had  accepted  Elaine 
rather  than  bolt  had  matured  into  the  defeated  candidate  who  cried  fraud 
at  a  Republican  convention.  As  the  Roosevelt  delegates  withdrew  to  lay 
their  plans  for  a  gathering  of  their  own  they  issued  a  bitingly  denuncia- 
tory statement.  It  closed  as  follows: 

Any  man  nominated  by  the  convention  as  now  constituted  would  merely  be 
the  beneficiary  of  this  successful  fraud;  it  would  be  deeply  discreditable  to  any 
man  to  accept  the  convention's  nomination  under  these  circumstances;  and 
any  man  thus  accepting  it  would  have  no  claim  to  the  support  of  any  Repub- 
lican on  party  grounds  and  would  have  forfeited  the  right  to  ask  the  support 
of  any  honest  man  of  any  party  on  moral  grounds. 

Bryan,  who  had  been  an  interested  spectator  of  the  bitter  contest  that 
had  rent  the  Republican  ranks,  hurried  off  to  Baltimore  to  prepare  his 
party  for  the  victory  that  was  at  last  to  perch  on  its  banners.  The  Democ- 
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racy,  assembling  on  June  25,  was  confronted  by  two  powerfully-backed 
contenders  for  its  nomination.  The  first  of  these  was  Champ  Clark  of 
Missouri,  Speaker  of  the  House  in  the  62nd  Congress;  the  second  was 
Woodrow  Wilson,  elected  governor  of  New  Jersey  in  1910.  But  neither 
had  the  support  of  the  two-thirds  vote  necessary  for  a  choice.  Bryan  had 
not  entered  the  preliminary  contests  and  his  name  was  not  put  in  nomi- 
nation. But  it  was  not  unsuspected  that  he  hoped  that  out  of  a  possible 
deadlock,  with  each  of  the  two  determined  antagonists  refusing  to  yield, 
he  would  again  be  chosen  as  his  party's  nominee.  He  bestowed  his 
smiles  now  on  one  aspirant,  now  on  the  other;  and  he  assured  the  friends 
of  Clark  and  Wilson  that  each  was  eminently  fitted  to  lead  the  Demo- 
cratic host. 

The  voting  began  June  28  and  lasted  at  intervals  until  July  2.  On  the 
opening  ballot  Clark  led,  and  on  the  tenth  ballot  his  lead  was  measurably 
increased  when  New  York's  delegation  threw  its  support  to  him.  Bryan 
had  already  carried  a  resolution  opposing  any  candidate  under  "obliga- 
tion" to  members  of  "the  privilege-hunting  and  fortune-seeking  class." 
The  New  York  delegation  had  Tammany  men  for  its  largest  contingent 
and  numbered  the  banker  August  Belmont  among  its  members.  After  the 
fourteenth  ballot,  therefore,  Bryan  declared  himself  for  Wilson,  although 
under  the  preferential  primary  the  Nebraska  delegation  was  pledged  to 
Clark.  Not  until  the  forty-sixth  ballot,  and  then  largely  because  of  the 
influence  of  midwestern  political  bosses,  was  Woodrow  Wilson  finally 
named  for  the  Presidency.  Governor  Thomas  R,  Marshall  of  Indiana  was 
nominated  as  his  running  mate. 

The  platform  was  a  Bryan  document.  It  attacked  the  high  protectionism 
of  the  Republican  party  and  attributed  the  plight  of  agriculture  and  labor 
to  the  Payne-Aldrich  Act's  schedules.  It  asked  that  the  criminal  provisions 
of  the  Sherman  Act  be  invoked  against  trust  officials  and  promised  addi- 
tional legislation  to  prevent  holding  companies,  interlocking  directorates, 
stock-watering,  price  discrimination,  and  "the  control  by  any  one  corpora- 
tion of  so  large  a  proportion  of  any  industry  as  to  make  it  a  menace  to 
competitive  conditions."  The  platform  favored  railroad  valuation  as  a  basis 
for  rate-fixing;  called  for  the  reform  of  the  country's  banking  laws;  hoped 
something  could  be  done  for  the  farmers  in  the  way  of  easing  rural 
credits;  and  advocated  anti-injunction  laws,  Presidential  primaries,  a  single 
term  for  the  President,  and  conservation  measures.  The  Republican  ad- 
ministration of  the  Philippines  was  condemned  and  the  platform  pledged 
the  Democratic  candidates  to  a  recognition  of  Philippine  independence 
"as  soon  as  a  stable  government  can  be  established." 

Collectors  of  paradox  might  relish  the  fact  that  Wilson,  who  owed  many 
of  his  western  votes  to  Bryan,  first  won  political  notice  by  his  outspoken 
opposition  to  the  Nebraskan.  For  both  Joseph  Pulitzer  and  Colonel  George 
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Harvey,  who  launched  the  Wilson  boom,  had  found  political  potentiali- 
ties in  Princeton's  president  because  Wilson  was  a  fine  speaker  untainted 
by  dangerous  thoughts.  He  had  charged  the  Roosevelt  administration 
with  responsibility  for  the  panic  of  1907;  he  had  denounced  the  union 
shop;  and,  above  all,  he  had  attacked  Bryan.  By  1910,  New  Jersey  Demo- 
cratic bosses  saw  Wilson  as  "a  good  meal  ticket  for  hungry  Democrats." 
Student  of  politics,  and  practiced  as  well  in  the  microcosm  of  the  univer- 
sity, Wilson  was  as  astute  as  the  men  who  thought  to  use  him.  New 
Jersey's  Boss  Jim  Smith  discovered  that  candidate  Wilson  had  meant  his 
pledge  to  fight  privilege.  When  elected  governor,  Wilson  gathered  a  group 
of  advisers  to  draft  the  essential  measures  in  his  program,  namely,  a 
direct  primary  law,  a  corrupt  practices  act,  and  legislation  for  employers* 
liability,  tax  equalization,  and  the  regulation  of  public  utilities.  Although 
disgruntled  Democratic  party  leaders  used  their  machine  to  return  a 
Republican  legislature  in  New  Jersey  in  1911,  Wilson  counterattacked 
successfully  by  using  his  patronage,  co-operating  with  New  Jersey  Repub- 
lican insurgents,  and  appealing  to  the  people  to  bring  pressure  on  their 
representatives.  As  a  result,  his  program  was  enacted,  and  even  amplified 
to  include  regulation  of  the  trusts  and  holding  companies  which  had  long 
found  New  Jersey  so  happy  a  hunting  ground.  The  Democracy  was  pre- 
pared for  the  1912  campaign. 

On  August  5,  there  gathered  at  Chicago  2,000  men  and  women  from  40 
states  in  the  Union  to  form  the  Progressive  Party.  Here  were  assembled 
Republican  leaders  who  were  honestly  sick  of  their  boss-ridden  party, 
certain  rich  men  who  had  fallen  under  the  influence  of  Roosevelt's  per- 
suasive tongue,  social  workers  who  had  labored  in  the  slums  of  the  great 
cities  and  knew  the  wretched  lot  of  the  poor,  and  a  miscellany  of  re- 
formers and  cranks  with  plans,  proposals,  and  schemes  enough  to  daunt 
the  hardiest.  "There  was  room  on  that  platform,"  said  one  of  the  young 
workers  in  the  cause,  much  later,  "for  anyone  who  had  seen  Peter  Pan 
and  believed  in  fairies."  Nobody  was  turned  away,  all  were  made  wel- 
come, everybody  joined  in  singing  "Onward,  Christian  Soldiers/'  and  in 
cheering  the  hero  of  the  day  to  the  echo. 

Roosevelt  was  named  by  acclamation;  Hiram  W.  Johnson,  California's 
reform  governor,  was  nominated  for  the  Vice-Presidency;  Roosevelt  de- 
livered a  long  and  solemnly  worded  address  as  befitted  the  occasion  (he 
called  it  his  "confession  of  faith");  a  platform  was  adopted  which  was 
labeled  "A  Contract  with  the  People";  and  on  August  7,  the  convention 
adjourned  and  the  delegates  trooped  home  to  await  the  blessed  day  when 
victory  would  be  theirs. 

The  Progressive  platform  had  something  in  it  for  almost  everyone.  It 
promised  support  for  the  direct  primary,  Presidential  preferential  pri- 
maries, the  popular  election  of  United  States  senators,  the  short  ballot, 
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the  initiative,  referendum,  and  recall,  easy  amendment  of  the  Constitu- 
tion, equal  suffrage  for  men  and  women,  antilobbying  legislation,  and  the 
recall  of  judicial  decisions.  To  labor  the  Progressive  party  offered  anti- 
injunction  laws  and  trials  by  jury  in  cases  of  contempt  arising  out  of  in- 
junction suits.  The  welfare  code  championed  was  very  full  and  included 
safety  and  health  laws,  the  prohibition  of  child  labor,  a  minimum  wage 
for  women,  an  8-hour  day  for  women  and  children  and  the  abolition  of 
night  work,  abolition  of  the  convict  contract-labor  system,  workmen's 
compensation,  continuation  schools,  and  the  establishment  of  a  Depart- 
ment of  Labor  in  the  Cabinet  There  was  a  straightforward  pledge  to 
enact  social-insurance  laws  to  protect  the  workers  against  sickness,  unem- 
ployment, and  old  age. 

Domestic  problems  were  treated  in  the  same  frank  fashion.  Large  cor- 
porations were  considered  inevitable,  and  the  Progressives  did  not  propose 
to  break  them  up.  They  advocated,  however,  rigorous  federal  supervision 
by  a  trade  commission,  of  all  business  entering  into  interstate  commerce. 
Other  planks  promised  government  retention  of  all  natural  resources 
except  agricultural  lands,  a  protective  tariff  to  "equalize  conditions  of 
competition  between  the  United  States  and  foreign  countries,"  the  physi- 
cal valuation  of  railroads,  a  graduated  inheritance  tax,  currency  reform, 
rural  credits,  and  the  ownership  by  the  government  of  the  Alaskan  rail- 
roads. Here,  in  short,  was  a  program  of  large-scale  government  interven- 
tion which  presaged  the  promises  and  achievements  of  the  New  Deal  of 
twenty  years  later. 

The  Socialists  met  at  Indianapolis,  May  12-18,  and  adopted  a  platform 
which  called  upon  the  workers  to  organize  politically  and  economically 
so  that  they  might  "resist  successfully  the  capitalist  class,  break  the  fetters 
of  wage  slavery,  and  fit  themselves  for  the  future  society  which  is  to  dis- 
place the  capitalist  system."  Eugene  V.  Debs  was  once  again  nominated 
for  the  Presidency  and  Mayor  Emil  Seidel  of  Milwaukee  was  named  for 
the  Vice-Presidency. 

The  canvass  following  the  nominations  resolved  itself  into  a  contest 
between  Roosevelt  and  Wilson.  Taft,  as  early  as  July,  privately  conceded 
his  defeat  and  did  not  unduly  exert  himself.  Roosevelt  and  Wilson,  on 
the  other  hand,  displayed  the  greatest  energy  as  they  sought  to  place 
their  opinions  before  the  electorate  in  person.  The  differences  between 
the  two  may  be  summed  up  as  follows:  Roosevelt  was  for  a  strongly  or- 
ganized central  government  which  was  to  act  as  the  reforming  agency. 
Wilson  placed  his  faith  in  the  states.  In  short,  neither  denied  the  necessity 
for  political  and  social  change,  but  they  disagreed  on  the  method  to  be 
employed.  Roosevelt  regarded  the  process  of  concentration  and  corporate 
activity  in  business  as  being  inevitable,  but  he  advocated  the  strictest 
governmental  supervision  to  protect  the  consumer  and  to  give  the  smaller 
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producer  opportunities  for  enterprise.  Wilson  was  not  opposed  to  Big 
Business  but  only  to  those  trusts  that  had  unfairly  attained  their  monopoly 
control;  these  latter  he  would  smash.  Roosevelt  called  his  creed  the  "New 
Nationalism";  Wilson  called  his  the  "New  Freedom."  William  Allen 
White,  though  he  admired  both  men,  was  to  say  later  of  their  efforts: 
"Between  the  New  Nationalism  and  the  New  Freedom  was  that  fantastic 
imaginary  gulf  that  always  has  existed  between  tweedledum  and  tweedle- 
dee."  But  White  really  was  wrong:  for  the  New  Nationalism  put  the 
federal  government  at  the  heart  of  affairs  and  made  it  assume  responsi- 
bility for  welfare. 

Woodrow  Wilson  was  listened  to  with  great  attention;  yet  it  is  to  be 
doubted  whether  the  so-called  independent  voters  came  to  his  aid  at  the 
polls.  If  anything,  they  voted  for  Debs,  for  the  Socialist  vote  increased 
from  420,000  in  1908  to  987,000  in  1912.  In  fact,  a  close  examination  of 
the  ballots  cast  indicates  that  Wilson  was  supported  by  a  straight-party 
vote  while  the  Republicans  divided  their  allegiance  between  Taft  and 
Roosevelt.  Only  because  of  this  schism  was  Wilson  elected  President.  His 
total  popular  vote  was  6,286,000;  Roosevelt's  was  4,126,000;  Taft's  was 
3,484,000.  Wilson  carried  by  a  majority  vote  only  14  of  the  16  states  that 
had  gone  for  Bryan  in  the  previous  election.  When  the  analysis  is  pursued 
further  into  the  counties,  it  becomes  plainly  apparent  that  Wilson  was  a 
minority  President.  Of  the  2,975  counties  in  the  United  States  in  1912, 
Wilson  received  a  plurality  in  2,196;  Taft  obtained  a  plurality  in  281;  and 
Roosevelt  obtained  a  plurality  in  490.  But  Wilson  carried  only  1,431  coun- 
ties by  a  majority  vote  and  of  these  1,018  were  in  15  southern  and  border 
states.  The  electoral  vote  was  as  follows:  Taft,  8  (Vermont  and  Utah); 
Roosevelt,  88  (Pennsylvania,  Michigan,  Minnesota,  South  Dakota,  Wash- 
ington, and  11  of  California's  13  votes);  Wilson,  435  (the  other  40  states). 
The  Democrats,  too,  were  victorious  in  the  Congressional  and  Senatorial 
elections  for  the  first  time  since  1892. 


CHAPTER  6 


WILSON  AND 
THE  NEW  FREEDOM 

THE  PRESIDENCY  OF  WOODROW  WILSON 

WOODROW  WILSON  was  that  rare  phenomenon  in  American 
public  life,  a  Southerner  by  birth  and  a  Northerner  by  education 
and  residence.  He  was  born  of  Scotch-Irish  ancestry  at  Staunton,  Virginia, 
in  1856,  and  reared  in  the  harsh  years  of  Reconstruction.  Like  many 
Southern  Presbyterians,  he  took  his  degree  at  Princeton  College.  After  he 
was  graduated  in  1875,  Wilson  studied  law,  but  he  found  neither  success 
nor  satisfaction  in  its  practice.  He  turned  to  graduate  training,  then,  and 
received  his  doctorate  at  Johns  Hopkins.  Congressional  Government,  the 
result  of  that  training  and  Wilson's  most  notable  book,  appeared  in  1885, 
opening  the  way  to  a  successful  academic  career.  In  1902,  Wilson  was 
called  to  the  presidency  of  Princeton,  a  post  he  found  increasingly  diffi- 
cult as  he  tried  to  carry  through  reforms  intended  to  replace  Princeton's 
reputation  as  a  rich  man's  club  with  its  old  ideal  of  democratic  plain  living 
and  high  thinking.  The  antagonisms  generated  in  that  struggle  made 
conflict  over  control  of  Princeton's  graduate  school  particularly  bitter. 
The  offer  of  the  nomination  for  governor  of  New  Jersey  in  1910  presented 
more  than  honorific  advantage  to  the  harried  president  of  Princeton. 

In  the  governorship,  and  in  the  personal  relations  so  significant  for 
political  life,  Wilson  displayed  that  ruthlessness  of  the  righteous  which 
unkindly  observers  attributed  to  the  old-line  Presbyterian  stock  of  which 
he  was  bred.  Intellectually,  Wilson  was  essentially  conventional.  He  re- 
laxed with  detective  stories  and  vaudeville;  he  had  little  aesthetic  appre- 
ciation; though  professionally  concerned  with  government  and  politics,  he 
was  incurious  about  contemporary  social  thinking,  and  he  was  as  ready  to 
resort  to  moral  truism  for  the  solution  of  social  problems  as  Theodore 
Roosevelt  himself.  As  became  tragically  evident  in  1919,  Wilson  lacked 
the  ability  to  put  the  bone  of  concrete  planning  into  his  pronouncements 
on  political  morality,  especially  in  the  international  field.  Above  all,  as 
befitting  a  gentleman  in  the  last  three  decades  of  the  nineteenth  century, 
when  American  political  life  was  both  noisome  and  trivial,  Wilson  took 
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his  political  ideas,  and  especially  his  concept  of  leadership,  from  England 
rather  than  from  the  United  States.  The  President,  Wilson  contended, 
should  bear  an  active  part  in  carrying  through  his  party's  program.  Fur- 
thermore, the  President  should  have,  rather  than  strive  for,  effective  con- 
trol of  his  party.  Wilson  disregarded  practical  politics,  state  machines  and 
their  leaders,  even  patronage  itself.  He  refused  to  see  office  seekers,  but 
referred  them  to  members  of  his  Cabinet,  to  Postmaster  General  Albert 
Burleson  particularly.  Most  appointments  Wilson  left  to  his  department 
heads,  although  he  did  choose  ambassadors  and  members  of  independent 
commissions.  Wilson  even  opposed  Democratic  adherence  to  the  seniority 
rule  in  assignments  to  Congressional  committees,  but  his  indifference  to 
political  mores  did  not  reach  the  height  of  precipitating  him  into  conflict 
with  the  legislators  on  whom  he  must  depend  for  enactment  of  his  party 
program.  Wilson's  secretary,  Joseph  P.  Tumulty,  his  Postmaster  General, 
and  his  confidential  adviser,  Colonel  E.  M.  House  of  Texas,  treated  politi- 
cal reality  more  respectfully.  And  return  to  office  after  16  years  offered 
potentialities  of  its  own  to  Democratic  politicians,  however  they  might 
resent  Wilson's  cavalier  treatment.  Moreover,  Wilson  led  from  strength: 
he  had  an  extraordinary  ability  to  appeal  to  the  moral  sense  of  the  people 
and  to  make  those  susceptible  to  that  appeal  ready  to  bring  pressure  on 
legislatures.  On  the  other  hand,  no  more  than  Taft?  could  Wilson  walk 
the  tightrope  Roosevelt  negotiated  so  skilfully.  Wilson  had  such  an  over- 
whelming conviction  of  his  own  rectitude  that  compromise  seemed  mor- 
ally degrading. 

Wilson's  Cabinet  was  made  up,  to  a  large  extent,  of  unknown  persons. 
Bryan  was  given  the  State  portfolio;  the  Treasury  office  went  to  William 
G,  McAdoo  of  Georgia  and  New  York;  the  Navy  Department  was  headed 
by  Josephus  Daniels,  a  North  Carolina  editor  and  an  original  Wilson  man; 
the  Post  Office  fell  to  Albert  S.  Burleson  of  Texas.  Wilson's  diplomatic 
appointments  were  not  prompted  by  political  expediency,  with  the  result 
that  many  of  the  posts  came  to  be  filled  by  persons  with  reputations 
as  minor  men  of  letters.  Walter  H.  Page,  who  went  to  London  as  am- 
bassador, was  the  chief  example  of  this  type.  Wilson  filled  three  vacancies 
on  the  Supreme  Court  bench,  as  follows:  James  C.  McReynolds,  named 
in  1914;  Louis  D.  Brandeis,  named  in  1916;  and  John  H.  Clarke,  also 
named  in  1916.  The  first  of  these  turned  out  to  be  conservative  in  his 
tendencies;  Brandeis  and  Clark  were  and  remained  outstanding  liberals. 

Both  houses  of  Congress  were  organized  by  Democratic  steering  com- 
mittees, which  made  the  committee  assignments.  Thus  the  long  sway  of 
the  Speaker  of  the  House  was  broken,  and  under  Democratic  rule  he 
once  more  assumed  his  rightful  and  only  function  as  chairman  over  the 
lower  house's  proceedings.  In  1914,  because  the  Republican  party  was 
still  divided,  the  Democrats  succeeded  in  capturing  Congress  again, 
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though  their  majority  in  the  lower  house  was  considerably  reduced.  The 
Progresive  party's  Congressional  candidates  polled  but  1,746,000  votes 
as  against  the  4,126,000  of  the  two  years  previous.  It  was  already  plain 
that  Roosevelt's  schismatic  group  was  moribund. 

THE  TARIFF  ACT  OF  1913 

In  his  first  inaugural  President  Wilson  had  pledged  his  administration 
to  the  support  of  three  major  domestic  policies,  namely:  tariff  revision, 
banking  and  currency  reform,  and  additional  trust  legislation.  Thanks  to 
his  capable  leadership  these  programs  were  successfully  achieved  in  less 
than  a  year  and  a  half  and  represented  a  body  of  work  of  the  highest 
order. 

The  tariff  received  the  President's  first  attention.  Accepting  his  election 
as  a  clear  mandate  for  revision  downward,  Wilson  summoned  the  newly 
elected  63rd  Congress  in  special  session  on  April  7,  1913,  and,  in  person— 
the  first  President  to  face  Congress  directly  since  John  Adams— he  called 
upon  Congress  to  enact  a  law  that  would  re-establish  "effective  competi- 
tion" between  American  and  foreign  manufacturers.  Since  1910,  a  Demo- 
cratic House  and  a  Senate  in  which  insurgent  Republicans  held  the 
balance  of  power  had  adopted  piecemeal  amendments  to  the  Payne- 
Aldrich  Act,  the  "pop-gun"  bills  Taft  had  vetoed  because  tariff  schedules 
should  be  devised  "scientifically"  and  not  to  meet  mere  local  demands. 
Since  December,  1912,  the  House  Ways  and  Means  Committee,  led  by 
Underwood  of  Alabama,  had  been  at  work  on  a  tariff  bill;  this  measure 
was  at  once  placed  before  the  lower  chamber  and  adopted  after  only 
perfunctory  discussion  on  May  8.  The  vote  was  281  for  and  139  against, 
with  party  lines  being  almost  strictly  adhered  to.  The  Senate  scrutinized 
the  House  bill  with  greater  care;  and  it  began  to  appear  as  though  the 
upper  house  would  repeat  the  performances  of  1890, 1894,  and  1909  when 
senators  rewrote  lower  house  measures  in  the  interest  of  higher  protec- 
tion. But  the  President  turned  a  stern  face  against  tariff-tinkering  and 
issued  a  public  warning  to  the  lobbyists  who  were  beginning  to  flock 
to  Washington.  The  result  was  that  the  Democratic  caucus  held  the  rank 
and  file  in  line,  and  the  trading  of  votes  for  local  advantages  was  stopped 
before  it  could  begin.  On  September  9,  the  Senate  passed  the  tariff  bill 
by  a  vote  of  44  to  37  with  the  insurgent  Republicans  LaFollette  and 
Poindexter  voting  for  the  measure  and  the  two  Louisiana  senators  voting 
in  opposition.  The  conference  report  was  quickly  adopted  by  both  houses, 
and  with  the  President's  signature  on  October  3  the  Underwood  Tariff 
Act  of  1913  became  law. 

The  new  tariff  was  not,  of  course,  solely  for  revenue.  Its  fourteen 
schedules  showed  958  reductions,  86  increases  (for  the  most  part  cover- 
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ing  chemicals),  and  307  items  that  were  left  unchanged.  The  average  rate 
of  duty  under  the  Act  of  1909  was  36.86  per  cent;  under  the  1913  Act  it 
was  26.67  per  cent  The  reductions  covered  largely  those  commodities 
on  which  protection  had  already  served  its  purpose  or  where  American 
goods  dominated  the  world  markets.  Yet  the  Act  itself  was  of  the  first 
importance.  It  marked,  for  one,  a  definite  parting  with  the  protective 
principle  as  Republican  legislators  had  understood  it  since  the  Civil  War. 
That  is  to  say,  it  aimed  at  moderate  protection  and  not  at  the  choking  off 
of  all  foreign  competition.  In  the  second  place,  it  was  an  honest  bill,  for 
it  was  based  throughout  on  easily  understood  ad  valorem  duties  in  place 
of  the  specific  rates,  with  their  hidden  devices  and  "jokers,"  which  had 
become  the  hallmark  of  Republican  tariff  acts.  In  the  third  place,  its  free 
list,  particularly  of  daily  necessities  and  of  articles  in  common  use  by 
farmers,  was  very  large.  In  the  fourth  place,  to  make  up  for  expected  loss 
of  government  revenue,  the  tariff  act  incorporated  an  income  tax  to  supply 
needed  funds. 

The  greatest  Democratic  triumphs  were  gained  in  the  rewriting  of  the 
wool  and  sugar  schedules,  which  had  become  the  bulwarks  of  Republican 
tariffs.  Wool  and  sugar  were  both  put  on  the  free  list;  in  the  case  of  wool 
there  was  to  be  immediate  application;  in  the  case  of  sugar,  the  new 
schedule's  operations  were  postponed  until  May  1,  1916,  to  allow  the 
income-tax  law  sufficient  time  in  which  to  obtain  the  required  revenues.1 
As  a  result  of  free  wool,  the  compensating  specific  duties  allowed  the 
woolen  manufacturers  were  swept  away  while  the  ad  valorem  duties  were 
also  submitted  to  drastic  cuts  (from  an  average  of  50  per  cent  to  an 
average  of  35  per  cent).  The  iron  and  steel  schedule  was  also  reduced. 
Iron  ore,  pig  iron,  scrap  iron,  Bessemer  steel  ingots,  as  well  as  the  needed 
spiegeleisen  and  ferro-manganese,  were  put  on  the  free  list.  So  were 
barbed  wire  (an  agricultural  necessity)  and  steel  rails.  For  the  most  part, 
these  represented  heavy  or  unfinished  steel  products  which  American 
manufacturers  could  already  seU  cheaper  in  European  markets  than  did 
the  native  producers.  On  fabricated  steel  goods  there  were  moderate  ad 
valorem  duties,  for  example,  5  per  cent  on  bar  iron,  15  per  cent  on  tin 
plate,  20  per  cent  on  steel  tubes. 

The  free  list  further  included  agricultural  implements,  hides,  leather, 
boots  and  shoes,  cement,  flax,  hemp  and  hemp  tow,  soda  ash  and  nitrate 
of  soda,  coal,  wood,  timber,  and  woodpulp.  These  were  articles  used  by 
the  farmers  of  the  land  and  were  designed  to  lower  their  costs  of  produc- 
tion. The  free  list  of  foodstuffs  was  imposing.  It  included  buckwheat  and 

1  The  Act  provided  that  foreign  sugar  was  to  carry  a  duty  of  1.25  cents  a  pound 
and  Cuban  sugar  1  cent  a  pound  up  to  May  1,  1916;  thenceforth  all  sugar  was  to  be 
admitted  free.  But  on  April  22,  1916,  Congress  voted  to  retain  the  sugar  duties  as 
they  stood  in  the  Act. 
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buckwheat  flour,  corn,  wheat  and  wheat  flour,  rye  and  rye  flour,  eggs, 
meat,  milk  and  cream,  cattle  and  sheep,  and  salt.  The  rates  on  barley  and 
rice  were  cut  in  half  and  that  on  oats  was  reduced  by  three-fourths. 
These  reductions  were  designed  to  help  materially  in  the  lowering  of 
prices  for  consumers  who  could  be  reached  by  the  foodstuffs  of  Canada, 
Argentina,  Australia,  and  New  Zealand. 

The  administrative  features  of  the  Act  were  many.  There  was  an  anti- 
dumping section  written  into  the  law;  the  Secretary  of  Treasury  was 
authorized  to  penalize  bounty-supported  imports  by  additional  duties; 
the  maximum  and  minimum  duties  of  the  1909  Act  were  eliminated;  the 
President  was  empowered  to  negotiate  reciprocity  trade  agreements,  ac- 
ceptance being  dependent  upon  the  consent  of  both  houses;  the  Tariff 
Board,  which  Congress  had  permitted  to  die  in  1912,  was  not  recreated. 
In  addition,  the  Cuban  reciprocity  agreement  was  renewed  and  absolute 
free  trade  with  the  Philippine  Islands  was  established. 

It  was  believed  that  the  reduction  in  duties,  because  of  the  new  tariff, 
would  result  in  a  loss  of  revenue  variously  estimated  as  running  from  $38 
million  to  $57  million.  To  make  up  this  deficit,  the  Democratic  lawmakers 
turned  to  the  personal  income  tax  whose  use  had  been  authorized  by  the 
ratification  of  the  16th  Amendment.  This  Constitutional  amendment  had 
been  submitted  to  the  states  in  1909.  On  February  25, 1913,  Secretary  of 
State  Knox,  having  been  informed  that  three-fourths  of  the  states  had 
ratified,  proclaimed  the  new  Constitutional  provision.  Incorporated,  there- 
fore, in  the  Tariff  Act  of  1913  were  the  following  income  taxes:  an  annual 
levy  of  1  per  cent  was  placed  on  all  net  incomes  in  excess  of  $3000;  for 
married  men  a  further  exemption  of  $1000  was  allowed;  above  $20,000, 
incomes  were  to  be  submitted  to  a  graduated  surtax  starting  at  an  addi- 
tional 1  per  cent  and  going  to  6  per  cent  on  incomes  in  excess  of  $500,000. 
The  corporation  tax  of  1  per  cent  on  net  incomes  in  excess  of  $5000  was 
retained.  The  result  was  that  the  government  was  able  to  balance  its 
budget  for  the  fiscal  year  1913  to  1914,  and  only  when  World  War  I 
began  to  cut  seriously  into  customs  revenue  was  it  confronted  by  a  deficit. 

The  dislocation  of  trade  arising  out  of  the  war  and  the  growing  feeling 
that  Congress  was  in  need  of  expert  assistance  in  the  scrutinizing  of  tariff 
schedules  led  to  a  demand  for  the  establishment  of  a  tariff  commission. 
Though  both  parties  regarded  the  matter  coldly  Wilson  himself  became 
converted;  the  upshot  was  the  yielding  of  Congress  and  the  creation  of 
the  Tariff  Commission  by  the  act  of  September  8,  1916.  The  functions  of 
the  Commission  were  to  be  those  of  investigation  purely:  it  was  to  study 
the  administrative,  fiscal,  and  industrial  effects  of  the  rates,  look  into  the 
relations  subsisting  between  the  duties  on  raw  materials  and  those  on 
finished  goods,  weigh  the  respective  advantages  of  ad  valorem  and  spe- 
cific duties,  examine  the  effects  of  the  tariff  laws  on  foreign  trade,  and 
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place  itself  at  the  service  of  the  President  and  the  Congress.  The  Com- 
mission was  organized  early  in  1917  and  began  to  function  immediately 
thereafter  under  the  chairmanship  of  Professor  F.  W.  Taussig  of  Harvard. 
During  1917  to  1921  the  Commission  devoted  itself  with  zeal  to  these 
modest  purposes,  and  when  the  Republican  House  began  to  consider  its 
tariff  bill  in  1921  the  Commission  was  in  a  position  to  help  rewrite  the 
administrative  sections  and  to  furnish  data  for  the  new  rates. 


THE  FEDERAL  RESERVE  SYSTEM 

We  have  seen  in  an  earlier  chapter  how  serious  were  the  limitations  of 
the  national  banking  system.  By  the  first  decade  of  the  twentieth  cen- 
tury, it  was  more  or  less  generally  recognized  by  legislators,  bankers,  and 
businessmen  that  there  were  two  major  evils  inherent  in  it,  namely:  that 
it  furnished  the  country  with  an  inelastic  currency  and  that  the  reserves 
it  provided  for  were  only  fictitious  in  character  and  so  widely  scattered 
as  to  be  of  small  use  in  times  of  stress.  The  panic  of  1907,  particularly, 
had  brought  its  lesson  home  to  those  concerned  over  the  situation.  In 
1908,  Congress  had  tried  to  cope  with  the  problem  by  the  enactment  of 
legislation,  but  it  was  understood  in  all  quarters  that  the  Aldrich-Vreeland 
Act  of  1908  could  be  regarded  as  but  an  emergency  measure. 

The  Aldrich-Vreeland  Act  permitted  national  banks  to  issue  bank  notes 
on  the  basis  of  the  following  other  securities,  in  addition  to  federal  bonds: 
through  the  deposit  with  the  Treasury  of  approved  state,  county,  or 
municipal  bonds;  through  the  deposit  of  commercial  paper  with  volun- 
tarily constituted  "National  Currency  Associations"  (which  were  very 
much  like  clearing  house  organizations).  Such  banknote  issues  were,  how- 
ever, to  be  limited  in  amount  and  subject  to  heavy  taxation.  It  is  to  be 
noted  that  no  issues  were  emitted  under  this  statute  until  1914,  when  the 
outbreak  of  the  war  led  to  the  draining  off  of  our  gold  reserves  by  Euro- 
pean nations.  Then  these  emergency  issues  made  their  appearance  and 
a  total  of  $386  million  was  added  to  the  nation's  currency  by  this  ex- 
pedient All  these  banknotes  were  retired  by  June  30, 1915. 

More  important  was  the  provision  in  the  Act  for  the  creation  of  a  Na- 
tional Monetary  Commission,  made  up  of  senators  and  congressmen. 
This  Commission,  under  the  chairmanship  of  Senator  Aldrich,  was  con- 
stituted in  1908,  and  for  four  years  it  conducted  its  inquiries.  It  made 
elaborate  examinations  into  the  banking  and  currency  systems  of  Euro- 
pean nations,  collected  an  imposing  library,  and  finally,  in  1912,  submitted 
to  Congress  a  report  of  some  forty-odd  volumes  and  a  bill  proposing  a 
complete  change  in  the  American  banking  law.  The  United  States,  the 
Aldrich  report  declared,  had  been  conducting  its  economic  life  under  a 
banking  system  which  made  no  provision  for  mobilizing  bank  reserves  or 
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for  interbank  co-operation.  Its  market  for  commercial  and  agricultural 
paper  was  so  narrow  that  bank  resources  were  diverted  to  brokers'  loans, 
because  of  their  high  liquidity,  and  indirectly  to  speculation  in  the  stock 
market.  Yet,  at  the  same  time,  the  South  and  West  lacked  credit  facilities 
necessary  to  their  economic  growth. 

As  remedy,  the  Aldrich  report  suggested  a  national  reserve  association. 
This  was  to  act  as  a  central  depository  of  reserves  and  an  agency  for 
rediscounting,  for  the  issue  of  banknotes,  and  for  engaging,  to  a  limited 
degree,  in  open  market  dealings.  In  short,  for  the  first  time  since  the  end 
of  the  Second  Bank  of  the  United  States  in  1836,  the  United  States  once 
more  was  to  have  the  guidance,  over  monetary  and  credit  policy,  of  a 
central  bank.  Capital  was  to  be  secured  by  subscription  of  member  banks 
both  national  and  state,  if  the  latter  met  requirements  as  to  a  minimum 
amount  of  capital  and  surplus.  Control  was  to  rest  with  the  subscribing 
banks  which  were  to  choose  a  board  of  46  directors,  15  of  whom  were  not 
to  be  bankers.  The  directors  were  to  present  a  list  of  names  from  which 
the  President  would  choose  a  governor  of  the  association.  An  executive 
committee  of  9  of  these  would  exercise  most  of  the  directors'  powers,  it 
was  expected.  Except  for  the  President's  naming  a  governor,  and  for 
ex-officio  membership  on  the  board  of  directors  by  the  Secretaries  of  the 
Treasury,  Agriculture,  Commerce,  and  the  Comptroller  of  Currency,  the 
association  was  to  be  an  entirely  private  enterprise  and  thoroughly  cen- 
tralized—since it  was  to  be  a  single  corporate  entity  with  full  power  over 
its  fifteen  regional  branches. 

The  Aldrich  plan  had  been  all  but  ignored  when  it  was  presented  as 
part  of  the  report  of  the  National  Monetary  Commission.  Banking  reform 
itself  had  no  great  support  either  among  members  of  the  financial  com- 
munity, or  with  the  public  at  large.  During  the  summer  of  1912,  however, 
that  part  of  the  House  Committee  on  Banking  and  Currency  not  occupied 
with  the  Pujo  investigation  had  turned  its  attention,  under  the  leadership 
of  Carter  Glass  of  Virginia,  to  a  banking  bill.  At  this  session  of  the  63rd 
Congress,  for  the  second  time,  Glass  urged  revision  of  the  banking  and 
currency  system  according  to  these  criteria:  public  control,  decentraliza- 
tion, mobilization  of  bank  reserves,  provision  of  an  elastic  currency.  Over 
the  last  two  there  was  no  dispute;  about  government  control  and  decen- 
tralization controversy  immediately  arose. 

On  June  26,  1913,  after  certain  alterations  had  been  made  to  placate 
Bryan  and  his  followers,  Glass,  now  chairman  of  the  House  Banking  and 
Currency  Committee,  introduced  a  bill  providing  for  no  less  than  12 
regional  banks  (originally  he  had  made  15  the  minimum)  with  only  a 
measure  of  central  control.  The  project  carried  the  House  easily.  In  the 
Senate,  it  incurred  difficulties.  The  old-line  Republicans  had  concentrated 
so  many  powers  in  the  Senate  Finance  Committee  that  one  of  the  first 
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acts  of  the  new  Democratic  majority  was  to  divide  its  functions.  The  new 
Banking  and  Currency  Committee,  to  which  the  House  bill  was  referred, 
represented  conflicting  views  so  thoroughly  that  the  bill  was  put  before 
the  Senate  not  as  the  committee's  report  but  as  a  "memorandum"  by  its 
six  Democratic  members,  On  the  floor,  opposition  fell  into  two  classes. 
Banking  opinion  desired  greater  centralization;  what  might  be  termed 
Populist-tinged  opinion  objected  to  the  Glass  bilFs  making  banknotes 
money.  Both  opponents  had  a  measure  of  success:  the  number  of  regional 
banks  was  limited  to  12;  the  notes  to  be  issued  by  the  new  system  were 
to  be  obligations  of  the  government,  and  bankers  were  not  to  have  repre- 
sentation on  the  Federal  Reserve  Board.  The  system,  however,  was  to 
have  a  special  advisory  council,  composed  entirely  of  bankers.  The  Fed- 
eral Reserve  Act  finally  passed  the  Senate  on  December  14,  1913,  by 
almost  a  strict  party  vote;  by  December  23,  both  houses  had  conferred 
and  accepted  the  decisions  of  the  conference  committee  to  make  the  bill 
ready  for  the  signature  Wilson  subscribed  that  evening. 

As  finally  adopted,  the  Federal  Reserve  Act  provided  for  government 
supervision  and  co-ordination  of  bank-owned  regional  Federal  Reserve 
banks  through  the  Federal  Reserve  Board.  There  was  not  to  be  a  central 
bank  as  such;  but  the  Board— presumably— was  to  act  as  the  central  bank- 
ing agency.  The  principal  functions  of  the  reserve  banks  were:  (1) 
mobilization  of  reserve  funds;  (2)  rediscounting  of  eligible  commercial 
and  agricultural  paper;  and  (3)  issue  of  currency  against  that  redis- 
,  counted  paper-the  only  limitation  on  this  function  being  that  a  gold 
reserve  of  40  per  cent  be  maintained. 

The  organizing  committee  named  in  the  Act,  the  Secretary  of  the 
Treasury,  the  Comptroller  of  the  Currency,  and  the  Secretary  of  Agri- 
culture, decided  that  there  should  be  12  Federal  Reserve  banks-in  the 
cities  of  Boston,  New  York,  Philadelphia,  Cleveland,  Richmond,  Atlanta, 
Dallas,  Chicago,  St.  Louis,  Minneapolis,  Kansas  City,  and  San  Francisco, 
Stock  in  these  was  to  be  owned  by  member  banks;  national  banks  were 
required  to  join  the  system  within  one  year  or  relinquish  their  charters; 
while  state  bank  and  trust  companies  might  join  if  they  met  with  capital 
and  surplus  requirements  imposed  on  national  banks  in  the  areas  where 
they  did  business  and  if  the  Federal  Reserve  Board  approved  their  appli- 
cations for  membership.  Capital,  to  a  minimum  of  $5  million  for  each 
reserve  bank,  was  to  be  raised  from  a  subscription  of  6  per  cent  of  the 
capital  and  surplus  of  each  member  bank;  half  the  subscription  was  to  be 
paid  in  immediately,  half  as  called  for.  Reserve  bank  dividends  were  lim- 
ited to  6  per  cent;  earnings  above  that  were  to  be  divided  between  the 
Treasury  and  building  a  surplus  for  the  reserve  bank.  Members  of  the 
regional  reserve  banks  were  to  choose  6  of  the  9  directors,  the  other  3 
were  to  be  appointed  by  the  Federal  Reserve  Board. 
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The  Board  itself  was  designed  as  a  co-ordinating  body,  the  full  extent 
of  whose  authority  was  not  too  clearly  defined.  Two  members  of  the 
7-member  Board,  the  Secretary  of  the  Treasury  and  the  Comptroller  of 
the  Currency,  sat  by  reason  of  their  office.  The  other  5,  no  more  than  2  of 
whom  were  to  belong  to  the  same  party,  were  appointed  by  the  President, 
with  the  advice  and  consent  of  the  Senate,  for  10-year  terms  so  arranged 
that  one  member  would  be  retired  each  year.  As  drafted  in  1913,  the  law 
directed  the  President,  who  might  designate  one  member  as  governor 
of  the  Board,  to  appoint  two  members  experienced  in  banking  and  fi- 
nance. In  1922,  when  a  sixth  appointive  member  was  added,  largely  in 
response  to  demand  that  agriculture  be  recognized,  that  qualification  was 
omitted.  The  Federal  Reserve  Board  was  given  power  to  co-ordinate  and 
supervise  the  work  of  the  system.  It  was  to  examine  member  banks,  pub- 
lish reports,  and  designate  government  directors  of  reserve  banks.  It  was 
also  to  act  as  a  clearing  house  for  inter-reserve  bank  dealings,  to  make 
regulations  for  par  transfer  of  funds,  to  act  as  depository  for  government 
funds,  and  to  receive  and  pass  upon  applications  for  the  establishment  of 
foreign  branches  by  reserve  banks.  In  addition,  it  might  require  or  permit 
one  Federal  Reserve  bank  to  rediscount  for  another  in  emergencies  and 
it  could  suspend  reserve  requirements.  The  Board  was  given  power  to 
define  paper  "eligible"  for  rediscount;  to  refuse  to  approve  changes  in 
the  rediscount  rate  ( but  not  to  initiate  or  to  require  such  changes )  of  the 
reserve  banks;  and  to  authorize  note  issue. 

The  regional  bank  dealt  only  with  member  banks,  not  with  the  public 
as  individuals.  Reserve  Banks  were  to  hold  part  of  their  member  banks' 
reserves,  for  banks  in  central  reserve  cities  were  required  to  maintain 
reserves  of  18  per  cent  against  deposits;  banks  in  smaller  places  might 
maintain  a  lesser  ratio  of  reserves.  Since  reserves  were  thus  concentrated 
—and  kept  in  the  form  of  reserves  rather  than  of  deposits  which  might  be 
lent  on  call  as  under  the  old  national  banking  system— and  since  those 
reserves  might  be  shifted  among  reserve  banks  in  emergencies,  it  was 
calculated  that  money  stringencies  would  be  either  eliminated  or  mark- 
edly blunted  in  their  impact.  As  banks  for  banks,  the  reserve  institutions 
were  required  to  transmit  funds  at  par.  They  might  grant  their  members 
loans,  with  government  securities  as  collateral.  They  might  also  redis- 
count their  members'  eligible  paper.  For  commercial  paper  the  maturity 
period  was  three  months,  for  agricultural  paper  six  months.  Member  bank 
loans  for  trading  in  securities  other  than  those  of  the  United  States  gov- 
ernment were  not  eligible  for  rediscount.  The  law  thus  tried  to  make 
the  credit  structure  rest  more  directly  upon  transactions  in  commerce, 
industry,  and  agriculture  and  less  on  dealings  in  the  securities  market. 
Rediscounting  was  intended  to  supply  elasticity  both  to  the  credit  and 
currency  systems.  Rediscounting  eligible  paper  at  th<3  reserve  banks 
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would  increase  a  member  bank's  own  ability  to  expand  loans  to  its 
business  and  farmer  customers. 

Since  the  reserve  banks  might  issue  currency  based  on  such  redis- 
counted  paper  (plus  a  40  per  cent  reserve  in  gold),  the  credit  needs  of 
business  and  agriculture  would  regulate  the  volume  of  currency,  the  more 
particularly  since  the  old  national  banknotes  were  to  be  retired  and  the 
2  per  cent  bonds  upon  which  they  had  been  based  were  to  be  redeemed 
at  the  rate  of  $25  million  per  year.  Thus,  the  currency,  instead  of  being 
tied  to  bond  issues,  was  to  rest  upon  the  demand  for  credit.  When  that 
demand  was  great  enough  to  make  rediscounting  profitable  to  the  mem- 
ber banks,  then  the  Federal  Reserve  banks  would  issue  notes— or  th^ir 
equivalent  in  deposit  credits.  When  demand  for  credit  shrank,  rediscounts 
would  be  paid  off  and  notes  outstanding  retired.  To  encourage  regional 
responsiveness  and  responsibility.  Federal  Reserve  banks  were  not  al- 
lowed to  pay  out  each  others"  notes;  instead,  those  must  be-returaed  to  the 
bank  of  origin. 

Besides  rediscounting,  the  reserve  banks  might  deal  in  gold  coin  and 
bullion,  in  bills  of  exchange  arising  out  of  foreign  trade,  and  in  purchase 
of  domestic  bills  on  the  open  market.  Open  market  operations  were  not 
expected  to  be  particularly  important;  however,  such  dealings  in  bankers* 
acceptances  and  more  particularly  in  United  States  bonds  and  notes  soon 
became  a  significant  part  of  reserve  business  as  well  as  an  important 
means  of  influencing  the  total  volume  of  credit.  When  the  Open  Market 
Committee  sold  bills  and  government  bonds  and  notes,  the  reserve  banks 
bought— thus  increasing  their  reserves  and  expanding  their  facilities  for 
credit  When  the  Open  Market  Committee  bought,  the  reserve  banks 
sold—thus  decreasing  their  reserves  and  contracting  their  credit  facilities. 
In  this  way,  the  Open  Market  Committee  could  encourage  in  the  first 
instance  an  inflation  of  reserves  and  credit  and  in  the  second  a  deflationary 
movement.  The  5  members  of  the  Open  Market  Committee  were  chosen 
by  the  reserve  banks  and,  nominally,  the  committee  functioned  under 
Reserve  Board  supervision.  Actually,  it  acted  independently  and  came  to 
be  dominated  by  the  New  York  Reserve  Bank.  In  1930,  it  is  true,  confer- 
ences between  the  committee  and  the  Board  became  accepted  practice; 
but  it  was  not  until  1935,  when  the  Banking  Act  of  that  year  put  the  Open 
Market  Committee  under  the  direct  control  of  the  Board  itself,  that  this 
powerful  instrument  of  central  banking  fell  into  government  hands. 

By  1915,  in  spite  of  controversy  and  criticism  and  although  even  those 
first  entrusted  with  operating  the  system  did  not  particularly  believe  in 
it,  7,615  of  the  nation  s  25,000  banks  had  joined  the  Federal  Reserve,  and 
given  it  control  of  $11,887,000,000  of  the  nation's  $22,246,100,000  in  bank- 
ing resources.  The  gold  drain  following  the  outbreak  of  World  War  I  in 
August,  1914,  was  met  by  the  issue  of  emergency  currency  under  the 
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Aldrich-Vreeland  Act,  it  should  be  noted,  for  the  organizing  committee 
had  moved  slowly  in  establishing  the  system,  However,  this  emergency 
issue  of  $386  million  was  retired  by  June  30,  1915.  During  the  period  of 
belligerency,  the  Federal  Reserve  System  did  important  work  in  the 
mobilization  of  credit,  although  war  necessities  subordinated  the  antici- 
pated improvement  in  banking  practice  to  the  imperative  of  raising 
money  quickly.  How  elastic  the  new  currency  was  is  indicated  by  the  fact 
that  Federal  Reserve  notes  outstanding  increased  from  $176,168,450  in 
1916  to  $2,687,556,985  in  1919. 

The  Federal  Reserve  system  proved  itself  elastic  and  responsive  to  the 
needs  of  business.  It  did  not  prevent  serious  financial  disturbances,  how- 
ever, for  the  New  Freedom's  banking  program  had  two  serious  deficien- 
cies: it  failed  to  recognize  that  much  bank  credit  did  not  represent 
short-term,  easily-liquidated  commercial  loans;  and  it  took  no  action 
either  on  the  Pujo  Committee  findings  or  the  recommendations  of 
the  Industrial  Commission  of  1902.  No  attempt  was  made  to  regulate  the 
securities  market,  or  even  to  separate  commercial  from  investment  bank- 
ing. The  1930's  were  to  see  further  efforts  to  strengthen  the  country's 
banking  system— and  to  put  the  government  at  the  controls  of  the  central 
banking  mechanism. 

TRUST  LEGISLATION 

On  January  20,  1914,  President  Wilson  once  again  appeared  before 
Congress,  this  time  to  ask  for  the  vindication  of  his  campaign  pledges 
concerning  the  trusts,  and  more  particularly  for  legislation  to  establish 
that  new  industrial  order  whose  coming  he  had  foretold  in  his  various 
addresses.  The  keystone  of  the  President's  trust  program  was  the  proposi- 
tion that  "private  monopoly  is  indefensible  and  intolerable/'  The  Presi- 
dential mandate  was  carried  out  with  alacrity,  and  there  were  soon  placed 
before  Congress  a  number  of  administration  bills,  out  of  which  there 
finally  emerged  the  Federal  Trade  Commission  Act  (signed  September 
26,  1914)  and  the  Clayton  Antitrust  Act  (signed  October  14,  1914). 

The  Federal  Trade  Commission  Act  abolished  the  Bureau  of  Corpora- 
tions and  set  up  in  its  place  a  bipartisan  commission  of  five  members  to 
be  appointed  by  the  President  with  the  advice  and  consent  of  the  Senate 
for  7-year  terms.  The  Commission  was  to  have  investigative  and  regu- 
latory powers.  The  investigative  powers  were  these:  It  could  scrutinize 
the  activities  of  corporations  engaged  in  interstate  commerce  and 
require  from  them  both  annual  and  special  reports.  On  its  own  volition, 
or  at  the  request  of  the  Department  of  Justice,  it  might  check  upon  the 
carrying  out  of  court  decrees  relating  to  industrial  corporations.  At  the 
direction  of  the  President  or  either  house  of  Congress,  it  was  to  inquire 
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into  the  alleged  violations  of  antitrust  laws.  Upon  the  request  of  the  court, 
and  as  a  master  in  chancery,  it  was  to  examine  and  report  an  appropriate 
form  of  decree  in  equity  proceedings  brought  under  the  antitrust  laws 
by  the  Department  of  Justice.  It  might  make  public  such  of  its  reports 
as  it  deemed  necessary  for  the  public  interest.  It  was  to  investigate  trade 
relations  with  foreign  countries.  The  Commission's  regulatory  or  legal 
powers  were  to  be  of  the  following  nature:  (1)  Under  Section  5,  the  law 
declared  that  "unfair  methods  of  competition  in  commerce"  were  illegal. 
The  Commission,  therefore,  was  directed  to  issue  "cease  and  desist"  orders 
when  complaints  filed  with  it  were  proved  to  be  true,  to  prevent  persons, 
partnerships,  or  corporations,  except  banks  and  common  carriers,  from 
using  unfair  methods  of  competition.  (2)  Persons  visited  with  such  orders 
might  obtain  reviews  of  these  in  the  federal  Circuit  Court  of  Appeals. 
(3)  The  findings  of  the  Commission  as  to  facts  were  to  be  held  to  be 
conclusive.  (4)  The  judgment  and  decree  of  the  court  was  to  be  final, 
except  that  appeal  might  be  taken  to  the  Supreme  Court.  It  is  to  be 
observed  that  criminal  or  civil  penalties  for  violations  of  the  Commission's 
orders  were  not  incorporated  in  the  act;  it  was  the  intention  of  Congress 
to  purge  business  of  dishonest  practices  in  the  interest  of  "effective  com- 
petition," and  the  Trade  Commission  was  to  be  employed  as  the  agency 
for  establishing  the  alleged  facts.  Once  unlawful  restraints  of  trade  or 
monopolies  were  complained  of  and  proved  by  the  Commission,  there 
existed  the  Sherman  Law  and  the  newly  enacted  Clayton  Law  as  weapons 
in  the  hands  of  the  federal  law  officers. 

The  Clayton  Act  was  an  amendment  to  the  Sherman  Law  and  con- 
tained, principally,  three  distinct  sets  of  provisions,  namely:  it  prohibited 
certain  corporate  practices;  it  prescribed  certain  remedies  for  relief;  it 
made  exceptions  in  the  case  of  labor  to  protect  it  from  suit  under  the 
antitrust  laws.  The  prohibitions  were  these:  Price  discriminations  were 
declared  illegal  "where  the  effect  of  such  discrimination  may  be  to  sub- 
stantially lessen  competition  or  to  tend  to  create  a  monopoly."  Exclusive 
selling  or  leasing  contracts  (so-called  "tying"  contracts  which  put  the 
purchaser  or  dealer  under  promise  not  to  handle  the  wares  of  a  competing 
manufacturer)  were  also  declared  illegal.  Intercorporate  stock  holdings 
were  banned  (but  not  holding  companies  controlling  such  corporations). 
Interlocking  directorates  in  industrial  corporations,  capitalized  at  $1 
million  or  over,  which  were  or  had  been  competitors,  were  made  illegal. 
No  individual  might  hold  more  than  three  directorates  in  banks  with 
assets  of  $5  million  or  more,  and  only  if  the  institutions  concerned  were 
noncompetitive.  (The  Federal  Reserve  Board  was  allowed  considerable 
latitude  in  the  interpretation  of  this  provision  and,  since  financial  opinion 
regarded  the  ban  as  mischievous,  the  Board  so  construed  the  article  as 
to  make  it  ineffectual.)  The  remedies  allowed  were  these:  Individual 
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suits  for  threefold  damages  might  be  brought  in  cases  where  discrimina- 
tion and  "tying"  contracts  were  proved  to  exist.  Final  judgments  or  de- 
crees in  government  suits  were  made  prima  facie  evidence  of  wrongdoing 
for  private  actions  for  damages.  Individual  directors,  officers,  and  agents 
of  corporations  violating  the  penal  provisions  of  antitrust  laws  could  be 
held  responsible.  Individuals  might  bring  suits  for  injunctive  relief.  In- 
jured parties  might  appeal  to  the  Federal  Trade  Commission-  for  orders 
calling  on  violators  to  desist  from  the  illegal  practices  enumerated.  It  is 
to  be  noted  that  criminal  penalties  were  eliminated  from  this  Act  as  they 
were  from  the  earlier  Federal  Trade  Commission  Act. 

The  labor  provisions  of  the  Act  were  to  be  found  in  Sections  6  and  20. 
Section  6,  particularly,  was  regarded  by  trade  union  officials  as  labor's 
Magna  Carta  and  was  hailed  by  the  oversanguine  as  the  final  victory  in 
the  workingman's  long  battle  for  legal  recognition.  Section  6  declared 
that: 

The,  labor  of  a  human  being  is  not  a  commodity  or  article  of  commerce;  nothing 
contained  in  the  antitrust  laws  shall  be  construed  to  forbid  the  existence  and 
operation  of  labor,  agricultural  and  horticultural  organizations  . . .  nor  shall 
such  organizations  or  the  members  thereof  be  held  or  construed  to  be  illegal 
combinations  or  conspiracies  in  restraint  of  trade  under  the  antitrust  laws. 

Section  20  sought  to  protect  workers  from  the  injunction  evil.  It  pro- 
hibited the  use  of  the  injunction  in  a  labor  dispute  unless  it  was  deemed 
necessary  by  the  court  to  prevent  irreparable  injury  to  property  rights; 
it  prescribed  trials  by  jury  in  contempt  cases,  unless  the  contempt  was 
committed  in  the  presence  of  the  court;  and  it  declared  that  strikes, 
picketing,  peaceable  assembly,  boycotts,  and  the  collection  of  strike  bene- 
fits were  not  in  violation  of  any  federal  law.  Unfortunately,  as  we  shall 
see  below,  the  federal  courts,  in  less  than  a  decade,  found  a  way  of  reduc- 
ing both  Section  6  and  Section  20  of  the  Clayton  Act  to  impotence. 

The  spirit  which  prompted  the  passage  of  these  measures  was  not  the 
punitive  one  of  1890,  but  was  more  in  keeping  with  the  attitude  of  the 
•enlightened  times  ushered  in  by  the  New  Freedom.  The  preservation  of 
competition  was  the  important  consideration.  How  better  could  this 
precious  thing  be  safeguarded  than  by  setting  up  a  governmental  agency 
to  weigh  carefully  all  charges  of  unfair  methods  and  to  proceed  with  dis- 
patch against  their  practitioners  before  the  damage  had  become  irrepar- 
able? In  other  words,  the  Federal  Trade  Commission,  aided  by  the 
Clayton  Act,  would  nip  promising  monopolies  in  the  bud  before  they 
could  grow  to  the  luxuriance  of  the  earlier  days. 

In  one  instance,  the  disciples  of  the  New  Freedom  were  willing  to  make 
an  exception  as  far  as  the  assuring  of  "effective  competition"  was  con- 
cerned. This  instance  was  foreign  trade.  In  preparation  against  the  day 
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when  the  manufacturers  and  merchants  of  Europe  would  be  in  a  position 
to  claim  their  former  leadership  in  the  markets  of  the  world,  Congress 
was  urged  to  permit  American  corporations  to  combine  for  the  exploita- 
tion of  foreign  markets.  Out  of  this  agitation  grew  the  Webb-Pomerene 
Act  of  1918.  The  House  passed  a  bill  along  these  lines  in  September, 
1916,  but  the  Senate  delayed  until  the  spring  of  1918.  Finally  it  approved, 
and  on  April  10,  1918,  President  Wilson  signed  the  act  The  Webb- 
Pomerene  Law  gave  sanction  to  the  creation  of  export  associations,  made 
up  of  producers  of  the  same  articles,  who  were  interested  in  developing 
commercial  relations  outside  of  the  United  States.  Such  associations  were 
to  be  exempted  from  the  restraints  laid  down  in  the  Sherman  Law  and 
from  the  section  of  the  Clayton  Act  which  made  interlocking  directorates 
illegal. 

Under  the  Wilson  administration  the  Federal  Trade  Commission  was 
a  vigilant  and  intelligent  agency,  and  it  did  yeoman  work  in  applying 
itself  to  the  problems  in  hand,  even  if  its  task,  before  long,  began  to 
resemble  the  Herculean  one  of  cleaning  out  the  Augean  stables.  In  the 
six  years  from  March  16,  1915,  to  June  30,  1921,  it  received  2,416  "appli- 
cations for  complaints,"  served  788  "formal  complaints,"  and  issued  379 
"cease  and  desist"  orders  (against  specified  unfair  practices).  Its  annual 
report  for  the  year  ending  June  30,  1920,  carried  a  list,  two  pages  in 
length,  of  the  competitive  methods  against  which  "cease  and  desist" 
orders  had  been  issued  by  the  Commission.  The  more  important  of  these 
were: 

Misbranding  of  fabrics  and  other  commodities;  adulteration  of  goods,  bribery 
of  buyers  or  other  employees  of  customers;  payment  of  bonuses  by  manufac- 
turers to  salesmen  of  jobbers  and  retailers  to  push  their  goods;  procuring  busi- 
ness or  trade  secrets  of  competitors  by  espionage  or  bribery;  making  false  or 
disparaging  statements  about  the  wares  of  competitors;  the  use  of  false  or  mis- 
leading advertising;  threats  to  the  trade  of  suits  for  patent  infringements;  false 
claims  to  patents;  trade  boycotts;  the  sale  of  "knockers;"  misrepresentation  in 
the  sale  of  the  stock  of  corporations;  harassing  competitors  by  requesting  esti- 
mates on  goods;  all  schemes  for  compelling  retailers  and  wholesalers  to  main- 
tain resale  prices;  combination  of  competitors  to  enhance  prices,  maintain 
prices,  bring  about  substantial  uniformity  in  prices,  or  combinations  to  divide 
territory  or  business. 

The  Wilson  administration  had  a  much  less  imposing  record  of  suits 
under  the  Sherman  Law  than  the  Taft  administration,  During  Wilson's 
first  term  in  office,  13  bills  in  equity  and  21  indictments  were  filed  ( as 
compared  with  Taft's  total  of  90);  in  the  second  term,  28  bills  in  equity 
were  filed  and  30  indictments  from  federal  grand  juries  were  obtained. 
This  decline  in  the  number  of  dissolution  suits  may  be  attributed  to  a 
variety  of  factors;  namelv,  the  continued  use  of  the  "rule  of  reason"  by  the 
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Supreme  Court;  the  acceptance  by  a  large  number  of  combinations  of 
consent  decrees;  the  fact  that  the  outstanding  trusts  had  already  been 
moved  against  by  the  Roosevelt  and  Taft  federal  law  officers;  the  Wil- 
sonian  faith  in  the  efficacy  of  the  Federal  Trade  Commission's  work  to 
check  monopoly  practices  before  they  had  gained  too  great  headway;  the 
entry  of  the  United  States  into  World  War  I  and  the  mobilization  of 
industry  that  was  necessary  for  victory. 

The  Supreme  Court  continued  to  examine  critically  governmental  ac- 
tions under  the  Sherman  Law.  Thus,  it  refused  to  order  the  dissolution 
of  the  United  Shoe  Machinery  Company  as  a  monopoly,  when  it  con- 
curred in  the  action  of  the  district  court  in  dismissing  the  government's 
bill  in  1918  ( U.  S.  v.  United  Shoe  Machinery  Co.  [247  U.S.  32] ).  And  on 
March  1,  1920,  the  Supreme  Court  found  in  favor  of  the  United  States 
Steel  Corporation  ( U.  S.  v.  U.  S.  Steel  Corp.  [251  U.S.  417] ).  This  suit  had 
been  begun  by  Attorney  General  Wickersham  in  1911  and  was  based  upon 
the  corporation's  acquisition  of  the  Tennessee  Coal  and  Iron  Company  in 
1907?  the  fact  that  a  number  of  the  corporation's  subsidiaries  had  had 
monopoly  control  over  their  markets  before  their  entry  into  the  combina- 
tion, and  that  under  Judge  Gary's  direction  the  United  States  Steel  Cor- 
poration had  reached  understandings  with  other  steel  manufacturers  for 
the  fixing  of  prices  and  the  division  of  markets.  The  case  dragged  on  for 
almost  a  decade.  On  June  3,  1915,  four  judges  in  the  district  court  of  New 
Jersey  decided  to  dismiss  the  government's  bill  and  refused  to  order  the 
dissolution  of  the  corporation.  The  government  appealed  and  the  case 
was  argued  before  the  Supreme  Court  on  a  number  of  occasions.  Finally, 
in  1920,  with  but  seven  justices  participating,  the  bill  was  dismissed  by  a 
vote  of  four  to  three. 

The  majority  opinioi  held  that  the  United  States  Steel  Corporation  was 
not  a  monopoly  in  that  it  did  not  control  the  manufacture  of  steel  in  the 
country;  that  even  if  it  had  once  joined  with  competitors  in  fixing  prices, 
it  had  abandoned  the  practice  later;  that  its  ways  of  doing  business  were 
"genuine,  direct  and  vigorous,"  and  that  it  did  not  indulge  in  unfair 
methods  of  competition;  that  Theodore  Roosevelt  himself  had  given  con- 
sent to  the  Tennessee  Coal  and  Iron  Company  purchase;  and  that  its  size 
alone  was  no  reason  for  penalizing  the  corporation. 

This  does  not  mean  that  Wilson's  Department  of  Justice  did  not  meet 
with  substantial  success  in  its  proceedings  against  combinations.  The 
International  Harvester  Company,  in  1918,  came  to  an  agreement  with 
the  Department  of  Justice  under  which  the  company  accepted  the  dis- 
solution decree.  On  February  27,  1920,  the  "Big  Five"  among  the  meat 
packers  (Swift  and  Company,  Armour  and  Company,  Morris  and  Com- 
pany, Wilson  and  Company,  Cudahy  Packing  Company)  consented  to 
a  decree  that  enjoined  them  from  continuing  a  number  of  practices  that 
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had  come  to  the  unfriendly  attention  of  the  Federal  Trade  Commission. 
This  particular  consent  decree  was  a  sweeping  one.  Under  it  the  packers 
pledged  themselves  to  refrain:  from  maintaining  any  contract  or  monopoly 
in  restraint  of  trade;  from  owning  stockyards,  stockyard  terminal  rail- 
ways, or  market  newspapers;  from  using  their  distributive  systems  to 
handle  fish,  vegetables,  fruits,  confectionery,  soft  drinks,  and  groceries 
generally;  from  engaging  in  the  manufacture,  jobbing  or  selling  of  any  of 
these  commodities;  from  operating  retail  meat  markets  and  from  dealing 
in  milk  and  cream;  from  employing  any  illegal  trade  practices.  In  the 
period  1925-29  the  decree  was  suspended;  in  1931,  the  companies  were 
allowed  to  resume  wholesale  food  distribution.  Thus,  although  some  of 
the  packers'  unfair  practices  may  have  been  checked,  their  power  in  the 
industry  did  not  decrease  in  the  manner  the  terms  of  the  decree  might 
seem  to  convey. 

FARM  LEGISLATION 

From  the  very  beginnings  of  settlement,  the  troubles  of  America's 
farmers  had  been  linked  with  their  inability  to  obtain  easily  and  at  rea- 
sonable interest  rates  credit  facilities  for  long-term  and  short-term  oper- 
ations. The  plight  of  the  West  and  South  had  led  to  the  agrarian  revolt 
of  the  80's  and  the  90?s  and  had  produced  the  programs  of  the  Populists 
and  the  free-silver  advocates.  The  Wilson  administration  attempted  to 
apply  itself  seriously  to  the  problems  that  had  sprung  up  from  the  coun- 
try's inadequate  and  obsolete  private  banking  system.  The  result  was 
twofold:  in  the  Federal  Reserve  Act  of  1913  special  provisions  were  made 
for  the  handling  of  agricultural  short-term  paper;  while  through  the  Fed- 
eral Farm  Loan  Act  of  1916  a  real  step  forward  was  taken  in  resolving 
the  long-term  credit  difficulties  of  the  farmers.  %. 

The  Federal  Reserve  Act  sought  to  offer  credit  relief  to  the  agricultural 
interest  in  three  ways:  (1)  It  permitted  national  banks  to  lend  money  on 
farm  mortgages.  Such  loans  were  to  run  for  five  years  and  were  not  to  be 
in  excess  of  50  per  cent  of  the  value  of  the  property  offered  as  security. 
(2)  It  was  hoped  that  the  Act's  provisions  for  elastic  note  issue  would 
benefit  the  farmer.  (3)  The  Act  set  the  rediscount  period  for  agricultural 
paper  at  six  months  while  commercial  paper  was  allowed  only  three 
months.  Before  long  it  became  apparent  that  none  of  these  expectations 
was  being  fulfilled  with  a  large  degree  of  success.  In  1915,  for  example, 
the  national  banks  were  lending  less  than  one-twentieth  as  much  as  the 
state  banks  on  long-term  paper.  But  the  long-term  credit  problem  was 
solved  when  the  Federal  Farm  Loan  Act  in  1916  set  up  a  new  machinery 
for  the  handling  of  farm  mortgages.  As  far  as  short-term  credits  were 
concerned,  relief  did  not  come  until  1923?  when  Congress,  with  govern- 
ment funds,  established  the  federal  intermediate  credit  banks  for  the 
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purpose  of  rediscoimting  the  agricultural  paper  of  banks  and  for  extend- 
ing credit  direct  to  agricultural  co-operatives. 

The  Federal  Farm  Loan  Act  was  written  in  1916  after  having  been 
considered  for  two  years  by  Congress.  On  May  4,  1916,  the  Senate 
accepted  a  Congressional  joint  committee  bill  by  a  vote  of  57  to  7;  on 
May  15,  the  House  followed  suit,  its  vote  being  295  to  10.  President 
Wilson  approved  the  Act  July  17,  1916.  The  purpose  of  the  act,  ran  its 
preamble,  was  "to  provide  capital  for  agricultural  development,  to  create 
standard  forms  of  investment  based  upon  farm  mortgage,  and  to  equalize 
rates  of  interest  upon  farm  loans, " 

The  Act  set  up  a  Federal  farm  loan  system  similar  to  the  Federal 
Reserve  System.  Its  destinies  were  to  be  guided  by  a  board,  composed  of 
the  Secretary  of  the  Treasury  and  four  members  appointed  by  the  Presi- 
dent. Under  this  board  were  to  operate  twelve  federal  land  banks  in  as 
many  districts.  Each  of  these  banks  was  to  have  an  initial  capital  of 
$750,000,  to  which  any  person  might  subscribe,  though  it  was  stipulated 
that  the  government  was  to  supply  the  difference  between  private  sub- 
scriptions and  the  required  initial  capital.  In  the  beginning  the  govern- 
ment took  most  of  the  stock,  but  by  December  31,  1925,  it  had  been  able 
to  reduce  its  holdings  from  $8,892?130  to  $1,331,930,  and  by  June  30,  1930, 
to  $292,500.  Operating  under  these  land  banks  were  to  be  co-operative 
farm  loan  associations,  made  up  entirely  of  farmers  desirous  of  borrow- 
ing money  on  farm  mortgages.  Each  borrower  bought  stock  in  his  local 
association,  taking  $5  worth  of  stock  for  each  $100  he  wished  to  borrow. 
Each  farmer  could  borrow  up  to  50  per  cent  of  the  value  of  his  land  and 
20  per  cent  of  the  value  of  his  permanent  improvements. 

After  a  request  for  a  loan  was  approved  and  a  mortgage  received,  the 
land  bank  was  called  upon  to  furnish  the  funds.  The  land  banks  were 
to  obtain  their  capital  from  the  issuance  of  farm-loan  bonds,  which  were 
to  be  secured  by  the  farm  mortgages  and  which  were  to  be  tax-exempt. 
In  short,  the  entire  scheme  was  neatly  dovetailed.  As  Professor  Clara 
Eliot  says :  "The  whole  system  stands  behind  the  bonds,  which  thus  have 
the  mortgage  security,  the  farm  loan  association,  the  issuing  land  bank 
and  the  other  eleven  land  banks  to  insure  their  redemption." 

These  were  the  advantages  to  the  farmers:  The  plan  insured  easy  loans 
at  interest  rates  running  from  5  to  6  per  cent.  Provision  was  made  for 
amortization  of  mortgages  so  that  the  standard  loan  period  ran  for  33 
years  and  at  the  end  of  that  time  interest  and  principal  were  entirely  paid. 
The  size  of  the  mortgage  was  comparatively  large.  Thus,  the  average  loan 
increased  from  $2,130  in  1917  to  $3,685  in  1930.  The  co-operative  farm- 
loan  associations  made  profits  which  were  distributed  among  the  partici- 
pating members.  By  the  end  of  1925,  the  system  had  made  net  earnings 
of  $34,964,000  and  had  distributed  $14,590,000  in  dividends.  On  June  30, 
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1930,  there  were  operating  4,659  farm-loan  associations;  506,358  loans 
had  been  closed  from  the  organization  of  the  system  to  that  date;  a  total 
of  $1,631,420,000  had  been  lent  in  the  same  period;  and  the  land  banks 
had  outstanding  $1,192,719,000  lent  on  mortgage.  The  Act  also  authorized 
the  establishment  of  privately  created  joint-stock  land  banks  which  could 
deal  directly  with  borrowers.  These  banks  were  to  finance  themselves  by 
the  sale  of  bonds  (secured  by  farm  mortgage),  and  such  bonds,  like  the 
land-bank  bonds,  were  to  be  tax-exempt.  On  June  30,  1930,  there  were 
in  existence  48  such  banks,  and  they  had  lent  a  total  of  $891,000,000  from 
the  time  of  organization  to  that  date. 

The  Wilson  administration  took  account  of  agricultural  problems  other 
than  the  need  for  credit.  Thus,  in  1916,  the  Grain  Standards  Act  gave  the 
Department  of  Agriculture  power  to  fix  criteria  for  grading  wheat  and 
corn  and  so  protect  farmers  against  exploitation  by  operators  of  grain 
elevators  and  warehouses.  The  same  principle  was  extended  to  cotton 
grading  later.  When  the  Industrial  Commission  surveyed  agricultural 
problems  in  1902,  it  observed  that  the  land-grant  colleges  established 
under  the  Morrill  Act  of  1862  tended  to  divert  funds  and  effort  from 
agricultural  to  academic  education.  Men  trained  in  agriculture  did  not 
generally  return  to  the  farm,  moreover;  the  "dirt  farmer"  lagged  in  adopt- 
ing the  improved  practices  developed  by  agricultural  colleges  which  did 
carry  out  their  purpose.  During  Theodore  Roosevelt's  administration, 
conferences  on  country  life  had  stressed  both  farm  isolation  and  the  slow 
application  of  new  techniques.  In  1914,  Congress  acted  to  meet  that 
problem.  It  passed  the  Smith-Lever  Act,  which  extended  federal  grants- 
in-aid  to  help  states  support  agricultural  extension  work  in  farm  areas, 
In  1917,  Congress  adopted  the  Smith-Hughes  Act,  which  provided  sim- 
ilar matching  federal  grants  to  train  teachers  in  agriculture  and  home 
economics. 

LABOR 

By  1916,  the  New  Freedom  had  carried  through  its  program  to  meet 
party  pledges.  It  had  revised  the  tariff;  attempted  to  deal  with  industrial 
consolidation  in  a  constructive  fashion;  and  laid  the  framework  for  a  new 
banking  and  currency  system.  It  had  taken  first  steps  toward  helping 
agriculture  meet  its  credit  needs.  In  addition,  the  Wilson  administration 
undertook  to  look  into  the  grievances  of  labor,  and  to  remedy  some  of 
them  by  legislation.  The  inquiry  took  the  shape  of  a  federal  Industrial 
Relations  Commission  of  9  members,  representing  capital,  labor,  and  the 
public.  The  Commission  spent  most  of  its  time  and  funds  in  holding  hear- 
ings rather  than  in  making  detailed  inquiries  into  living  conditions  and 
labor  laws.  Consequently,  it  provided  more  drama  than  material  for 
legislative  programs.  Interest  in  the  topic  tended  to  dwindle,  or  to  be 
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skewed  by  prejudice  as  war  sentiment  grew  and  industrial  unrest  seemed 
mere  aiding  the  enemy  rather  than  a  serious  social  symptom.  Further- 
more, serious  dissension  developed  within  the  committee  itself  so  that 
its  chairman,  Frank  P.  Walsh,  joined  the  labor  members  in  one  report 
while  another  was  presented  by  the  members  representing  employers  and 
the  public. 

In  legislation  the  New  Freedom  was  only  in  part  more  successful. 
Sections  6  and  20  of  the  Clayton  Act,  as  we  have  seen,  gave  at  least 
verbal  evidence  of  intent  to  exempt  labor  organizations  from  the  weight 
of  the  antitrust  laws  and  to  check  the  issue  of  injunctions  in  labor  dis- 
putes. In  1915,  Congress  passed  another  labor  measure,  the  LaFollette 
Seamen's  Act,  After  years  of  effort  by  the  Wisconsin  senator  and  by 
Andrew  Furuseth  of  the  AFL  Seamen's  Union,  the  new  law  assured 
sailors  certain  of  the  rights  of  other  citizens.  They  were  allowed  to  leave 
their  ships  in  safe  harbor  without  forfeiting  all  their  wages  because  they 
did  not  return  to  the  port  where  they  had  signed  on;  they  were  not  to  be 
penalized  for  maintaining  labor  organization  and  labor  spokesmen  aboard 
ship;  they  were  to  be  assured  reasonably  adequate  food  and  quarters; 
and  they  were  to  have  the  benefit  of  safety  regulations,  which  included 
the  requirement  that  a  majority  of  crew  members  understand  orders 
given  in  English.  A  second  law  protecting  transportation  workers  was 
the  Adamson  Act  of  1916.  For  many  years,  the  railroad  brotherhoods  had 
sought  to  have  the  8-hour  workday  made  a  standard  for  operating  em- 
ployees, both  as  a  safety  precaution  and  as  a  means  of  increasing  wages— 
since  engineers,  trainmen,  conductors,  and  firemen  were  paid  at  higher 
rates  for  time  beyond  the  base  day.  In  1906,  the  Interstate  Commerce 
Commission  reported  that  there  had  been  65  collisions  since  1901  in 
which  36  passengers  and  8  railroad  men  had  been  killed  and  11  railroad 
men  injured.  In  each  case,  workers  had  been  on  duty  for  15  hours  or 
more,  and  one  had  been  working  32  hours  running.  In  the  summer  of 
1916,  engineers  and  trainmen  once  again  sought  to  negotiate  an  agree- 
ment providing  that  8  hours  be  their  standard  working  day  and  that,  save 
in  real  emergency,  no  man  be  kept  on  duty  longer  than  12  hours  without 
a  rest  period.  Negotiations  drew  to  a  stalemate  from  which  President 
Wilson  tried  to  rescue  them  in  August.  That  conference  failed.  On 
August  28,  the  principal  operating  brotherhoods  called  a  strike  for 
September  4.  On  August  29,  Wilson  asked  Congress  to  enact  remedial 
legislation.  To  forestall  disruption  of  business,  and  because  the  8-hour 
day  was  becoming  widely  accepted,  on  September  3,  Congress  passed 
the  Adamson  bill.  This  established  the  8-hour  workday  for  operating 
employees  on  interstate  railroads. 

In  September,  1916,  Congress  again  used  its  power  over  interstate 
commerce  in  order  to  adopt  labor  legislation.  As  a  means  of  checking 


WILSON  AND  THE  NEW  FREEDOM  143 

child  labor,  the  Keating-Owen  Act  barred  the  products  of  children  at 
work  from  interstate  commerce. 

Thus,  in  the  three  years  1913  to  1916,  the  Wilson  administration  car- 
ried into  law  a  series  of  measures  which  had  been  Progressive  objectives 
since  the  middle-class  dissident  had  worn  the  label  of  Populist. 


CHAPTER  7   Hi 

FOREIGN  POLICY  UNDER 
WILSON 


MORALITY,  NOT  EXPEDIENCY 

IN  FOREIGN  as  in  domestic  policy,  Wilson  moved  on  a  moral  plane 
rather  than  in  accordance  with  the  precepts  of  power  politics.  A  prag- 
matic observer  might  term  that  a  distinction  without  a  difference,  so  far 
as  acts  of  intervention  were  concerned.  Yet,  in  motivation,  differences 
were  evident. 

The  Latin- American  policy  of  the  Taft  administration  won  dispropor- 
tionate opprobrium,  along  with  the  label  "dollar  diplomacy,"  largely 
because  Secretary  of  State  Philander  C.  Knox  could  be  described  as  a 
"statesman  distinguished  for  his  limited  knowledge  of  the  Latin- American 
mind."  Knox  and  F.  W.  Huntington-Wilson,  his  chief  department  adviser, 
substituted  a  forthright  approach  for  the  tactful  friendliness  which  had 
eased  the  way  for  Roofs  fostering  of  American  economic  interests  in 
Latin  America.  No  one  tagged  the  Root  policy  dollar  diplomacy,  al- 
though in  1903-4  it  sought  to  win  American  capital  a  share  in  Chinese 
development,  approved  a  loan  contract  with  Guatemala  which  expressly 
reserved  to  the  bankers  and  bondholders  the  right  of  appeal  to  the 
State  Department,  and,  in  1906,  used  diplomatic  influence  in  order  to 
secure  a  New  York  group  of  investors  the  concession  for  railroad  build- 
ing in  Bolivia. 

The  Taft-Knox  policy  developed  logically  from  the  Roosevelt  Corollary 
to  the  Monroe  Doctrine:  if  the  United  States  assumed  a  police  power  in 
the  Western  Hemisphere,  the  Caribbean  particularly,  it  was  desirable  to 
exercise  watchfulness  in  favor  of  United  States  rather  than  European 
investors.  Hence,  Knox  tried  to  shift  the  public  debt  of  Caribbean  coun- 
tries like  Haiti  to  American  rather  than  European  bankers,  and  to  estab- 
lish a  measure  of  supervision  over  Caribbean  governments  besides. 
In  1911,  Knox  negotiated  conventions  with  Honduras  and  Nicaragua. 
Both  countries  were  to  refund  their  public  debt  by  placing  new  loans 
with  American  bankers,  and  American  customs  receivers  were  to  collect 
their  customs.  But  the  Senate  rejected  both  projects,  the  Knox-Castrillo 
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Convention  with  Nicaragua  by  vote;  the  agreement  with  Honduras  by 
failure  to  consider. 

In  Nicaragua,  the  Taft  administration  refused  to  be  thwarted  by  the 
Senate.  Nicaragua's  San  Juan  River  and  Lake  Nicaragua  offered  a  prac- 
ticable site  for  an  isthmian  canal;  hence  the  country  was  of  peculiar 
strategic  importance.  Nicaragua's  dictator,  Jose  Santos  Zelaya,  whose  feud 
with  his  Guatamalan  counterpart  had  kept  Central  America  in  an  uproar, 
debased  his  country's  currency,  borrowed  largely  in  England,  and  granted 
monopolies  with  cheerful  disregard  of  previous  commitments.  In  1909, 
dissent  broke  out  into  a  revolt  to  which  both  resident  Americans  and 
Secretary  Knox  showed  themselves  friendly.  Zelaya  ordered  two  Ameri- 
can partisans  of  the  rebels  shot.  Knox  broke  off  diplomatic  relations  in 
reprisal,  denounced  Zelaya,  and  so  weakened  his  position  that  the  former 
dictator  fled.  Naval  blockade  and  diplomatic  representations  then  de- 
prived Zelaya's  successor  of  the  fruits  of  victory  in  the  field.  In  1911, 
Adolfo  Dias,  financial  organizer  for  the  1909  uprising  and  formerly  an 
employee  of  an  American  mining  company  in  Nicaragua,  installed  him- 
self in  the  presidency  by  a  coup  d'etat.  Knox  recognized  the  Dias  govern- 
ment and  negotiated  the  Knox-Castrillo  Convention  with  it.  Despite 
Senate  refusal  to  ratify  that,  a  loan  with  American  bankers  was  arranged, 
and  an  American  administrator  took  charge  of  Nicaragua's  customs.  In 
1912,  factionalism  again  broke  into  armed  revolt.  Two  thousand  marines 
were  dispatched  to  Nicaragua,  the  rising  was  put  down,  and  its  leader 
sent  to  Panama,  where  he  was  kept  under  surveillance. 

While  Knox's  Caribbean  policy  roused  antagonism  among  Latin  Ameri- 
cans and  won  no  favor  in  the  Senate,  dollar  diplomacy  had  more  success 
in  China.  At  the  turn  of  the  century,  that  country  seemed  to  offer  tantaliz- 
ing opportunities  both  as  a  market  for  goods  and  as  an  outlet  for  savings. 
The  "Open  Door"  proclaimed  by  Secretary  of  State  Hay  had  concentrated 
upon  United  States  interest  in  the  former.  For  by  1900,  opium  and  cotton 
goods  had  fallen  behind  kerosene,  metals,  raw  cotton,  machinery,  and 
matches  as  important  factors  in  China's  merchandise  trade.  American 
markets  in  China  did  not  expand  as  rapidly  as  had  been  hoped,  however. 
While  Hay  was  winning  his  diplomatic  victory,  securing  assent  to  the 
principle  of  equal  treatment  for  the  commerce  of  all  nations,  British, 
French,  Belgian,  Russian,  and  Japanese  capital  was  seeking  to  mark  out 
economic  as  well  as  political  spheres  of  influence  in  China.  The  years 
1895-99  had  been  characterized  by  an  orgy  of  scrambling  for  railroad 
concessions.  In  1900,  American  capital  had  been  invested  in  railroads 
projected  for  Kiangsi  and  Hunan  provinces.  Chinese  interests,  however, 
borrowed  from  British  capitalists  to  buy  out  the  American  group. 

Americans  like  the  diplomat  and  financier  Willard  Straight  showed 
themselves  less  indifferent.  The  best  means  of  guaranteeing  territorial 
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integrity  to  China  and  economic  opportunity  to  Americans  there  was  the 
growth  of  such  United  States  investment  as  E.  H.  Harriman's  plan  to 
make  a  South  Manchurian  railroad  a  link  in  his  project  for  round-the- 
world  railway  connections,  Financial  panic  in  the  United  States  in  1907, 
and  secret  Russo-Japanese  agreements  in  1907  and  1910  to  keep  other 
foreign  investors  out  of  Manchuria,  and  indeed  all  North  China,  thwarted 
both  Harriman's  railroad  plans  and  Straight's  attempt  to  organize  an 
American-owned  bank  in  Manchuria.  Although  the  United  States  could 
not  protest  secret  treaties,  State  Department  interest  in  promoting  Ameri- 
can investment  in  China  did  not  falter. 

In  1909,  both  President  Taft  and  his  secretary  of  state  urged  the 
Chinese  government  to  allow  American  bankers  to  participate  in  the  loan 
to  finance  railroad  building  in  the  Yangtse  Valley.  Other  powers,  notably 
England  which  considered  the  Yangtse  provinces  as  its  economic  pre- 
serve, opposed  American  demands  for  an  equal  share  in  the  concession. 
In  July,  1909,  President  Taft  cabled  his  "intense  personal  interest"  in  the 
matter  directly  to  the  regent  of  the  Chinese  Empire.  Secretary  Knox 
spoke  more  angrily,  telling  the  Legation  at  Peking  that  when  financial 
groups  urging  American  exclusion  from  the  project  were  "able  to  defeat 
the  practical  operations  of  the  policy  of  the  open  door  and  equal  oppor- 
tunity . . .  the  time  has  arrived  when  China  should  exercise  its  rights  to 
determine  the  matter  by  confining  her  dealings  to  those  who  are  willing 
to  respect  her  highest  interests."  Finally,  the  United  States  banking  group 
was  admitted  to  participation.  After  further  diplomatic  wrangling  among 
groups  in  England,  Germany,  France,  and  the  United  States,  and  more 
dispute  with  China,  a  $6  million  5  per  cent  loan  was  agreed  upon  in  May, 
1911.  Interestingly  enough,  the  State  Department  rather  than  the  invest- 
ment bankers  took  the  initiative  in  shaping  economic  foreign  policy  in 
China,  demanding  that  future  loans  be  on  an  international  "consortium" 
basis  rather  than  separate  programs  of  competing  national  groups  and 
individuals.  Only  if  loans  to  China  were  put  on  a  joint  international  foot- 
ing could  Chinese  territorial  and  administrative  integrity  be  preserved 
against  attempts  to  hack  out  spheres  of  influence;  and  through  such 
protection  of  Chinese  independence  American  business  and  banking 
might  compete  for  Chinese  markets  on  more  even  terms.  The  consortium 
policy  was  applied  again  in  1912,  when  American  bankers  were  invited 
to  participate  in  another  international  loan  to  China,  this  time  to  the 
republic  with  which  Sun  Yat  Sen  hoped  to  supplant  the  moribund 
Manchu  Empire,  President  Taft  approved  American  participation  in  the 
joint  loan  plan,  which  had,  in  1912,  become  a  consortium  of  six  powers 
with  the  addition  of  Russia  and  Japan. 

In  1913,  the  American  banking  group  inquired  about  the  new  admin- 
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istration's  attitude  toward  the  project  for  lending  China  $25  million 
secured  by  internal  taxes  and  the  salt  revenue,  with  foreign  administra- 
tors in  positions  of  authority  over  both.  On  March  18,  1913,  Wilson 
declared: 

The  conditions  of  the  loan  seem  to  us  to  touch  very  nearly  the  administrative 
independence  of  China  itself  and  this  administration  does  not  feel  that  it  ought, 
even  by  implication,  to  be  held  a  party  to  those  conditions. .  . .  The  conditions 
include  not  only  the  pledging  of  particular  taxes,  some  of  them  antiquated  and 
burdensome,  to  secure  the  loan,  but  also  the  administration  of  these  taxes  by 
foreign  agents.  The  responsibility  on  the  part  of  our  Government  implied  in 
the  encouragement  of  a  loan  thus  secured  and  administered  is  plain  enough  and 
is  obnoxious  to  the  principles  upon  which  the  government  of  our  people  rests. 

Wilson  found  frank  seeking  of  economic  advantage  a  repellent  motif 
in  foreign  policy.  Indeed,  dollar  diplomacy  was  but  a  variant  of  the 
striving  for  special  privilege  which  the  New  Freedom  was  striving  to  hold 
in  check.  Like  domestic  investments,  foreign  enterprises  were  under- 
taken at  the  entrepreneur's  risk.  Rates  of  return  were  higher  to  meet  a 
presumed  increase  in  the  risk  of  investment  in  foreign  countries.  The 
investor  abroad  had  no  right  to  high  return  because  of  his  risk,  and 
protection  against  that  risk  besides.  And,  so  far  as  Latin  America  was 
concerned,  United  States  foreign  policy  looked  toward  the  achievement 
of  orderly  independent  self-government  by  all  the  American  states. 

CARIBBEAN  ACTIVITIES  OF  THE  WILSON  ADMINISTRATION 

Yet  to  the  objects  of  Wilson's  Caribbean  policy,  American  respect  for 
their  independence  while  America  intervened  in  their  affairs  must  have 
seemed  paradoxical.  Thus,  in  1909-10,  Secretary  of  State  Knox  undertook 
to  replace  French  with  American  capital  in  the  Haitian  Banque  Nationale. 
He  did  not  succeed  although,  by  1911,  American  investments  were  larger 
than  French  and  German  holdings  in  Haiti.  The  island  republic,  with  its 
strategically  situated  Mole  St.  Nicolas,  continued  wracked  by  disorder. 
In  November,  1914,  after  the  sixth  violent  change  in  administration  in  six 
years,  the  United  States  suggested  that  the  next  elections  be  held  under 
American  supervision.  When  that  proposal  was  rejected,  the  State  De- 
partment declared  the  new  government  of  Davilmar  Theodore  would  be 
recognized  only  on  the  following  conditions:  acceptance  of  United 
States  customs  control;  agreement  not  to  lease  the  Mole  St.  Nicolas  or 
other  Haitian  naval  stations  to  a  foreign  power;  and  settlement  of  financial 
disputes  with  the  Haitian  Railroad  Company  and  the  Haitian  National 
Bank  (the  latter,  in  December,  1914?  put  the  government  funds  it  held 
aboard  an  American  warship  and  sent  them  to  New  York  for  safekeep- 
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ing).  Theodore  refused  to  accept  an  American  customs  receivership,  for 
that  would  put  the  public  revenue,  chief  objective  of  Haitian  political 
activity.,  beyond  his  reach. 

Another  revolution  replaced  Theodore  with  Wilbrun  Guillaume  Sam, 
a  more  amenable  president.  Sam,  in  his  turn,  was  ousted  by  a  third 
uprising;  and  in  July,  1915,  American  marines  were  landed  to  restore 
order.  Their  commander  assembled  the  Haitian  Congress  and  ordered  it 
to  accept  such  American  financial  controls  "as  the  United  States  may 
deem  necessary  for  an  efficient  administration."  In  August,  1915,  Secre- 
tary of  State  Lansing  declared  that  the  only  means  of  restoring  "personal 
and  political  rights"  to  the  Haitians  "and  protecting  them  from  the 
terrorism  of  unscrupulous  military  leeches  is  to  obtain  control,  for  a 
time  at  least,  of  the  prize  which  these  chieftains  seek,  namely  the  public 
revenues  of  the  Republic."  The  following  month,  the  Haitians  accepted 
the  treaty  presented  to  them.  This  provided  that  the  United  States  appoint 
Haiti's  customs  personnel;  collect  its  customs;  and  apply  the  receipts  to 
the  cost  of  its  public  debt,  an  American-officered  constabulary,  and  the 
Haitian  government  itself.  Haiti  was  not  to  increase  its  debt  or  decrease 
its  customs  duties  or  surrender  jurisdiction  over  its  territory  without 
United  States  consent.  It  was  to  undertake  sanitary  measures  necessary 
"in  the  opinion  of  the  United  States";  it  was  to  allow  intervention  to 
protect  life  and  property;  and  it  was  not  to  enter  into  treaties  which 
would  tend  to  impair  Haitian  independence.  In  May?  1916,  after  a 
reluctant  United  States  Senate  had  ratified  the  agreement,  the  treaty  was 
declared  in  force.  Two  years  later,  the  Haitian  legislature  was  dissolved 
and  a  president  was  chosen  as  the  American  occupation  authorities 
directed. 

Under  American  occupation,  the  Haitian  constitution  was  revised  to 
eliminate  the  ban  on  alien  landholding,  but  plantation  agriculture  ex- 
panded only  slightly.  Although  the  National  City  Bank  finally  bought  out 
other  foreign  interests  in  the  Haitian  Banque  Nationale  in  1919,  financial 
order  was  not  restored  until  1922,  when  a  new  loan  of  $16  million  was 
floated  in  the  United  States.  Meanwhile,  an  extensive  program  of  road- 
building,  with  revival  of  a  long-ignored  law  requiring  three  days  com- 
pulsory labor  a  year,  led  to  abuses  in  the  thinly-settled  mountain  areas 
which  had  long  supplied  manpower  for  Haiti's  revolutionists.  This  corvee 
was  abolished  in  1918,  but  it  gave  impetus  to  guerrilla  warfare  in  which 
27  of  the  constabulary  and  2,000  Haitian  civilians  were  killed.  In  1920, 
the  tangled  situation  gave  the  Republicans  another  point  for  attacking  the 
Wilson  administration  but,  as  will  be  seen,  the  new  regime  only  intensi- 
fied the  weight  of  the  American  occupation  of  Haiti. 

In  1916,  Santo  Domingo,  Haiti's  neighbor  on  the  island  of  Hispaniola, 
also  felt  the  meaning  of  nonintervention  as  construed  by  the  Wilson 
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administration.  The  Convention  of  1907  I  was  kept  in  force.  In  1914,  civil 
war  broke  out  between  rival  aspirants  to  the  presidency.  Wilson  dis- 
patched commissioners  who  were  instructed  to  give  "no  opportunity  for 
argument  to  any  person  or  faction.  It  is  desired  that  you  present  a  plan 
and  see  that  it  is  complied  with."  The  plan  included  a  cessation  of 
hostilities;  the  appointment  of  a  provisional  president;  the  holding  of 
elections  under  United  States  supervision;  and  recognition  of  the  fairly 
elected  candidate.  The  United  States  "would  feel  at  liberty  thereafter 
to  insist  that  revolutionary  movements  cease  and  that  all  subsequent 
changes"  be  pacific.  Further,  the  commissioners  were  instructed  to  seek 
complete  American  control  of  finances,  of  a  constabulary,  and  of  com- 
munications by  telegraph  and  wireless.  Disorder  continued  through  1915 
and  into  1916.  Finally,  rather  than  allow  the  election  of  a  congress  con- 
trolled by  General  Desiderio  Arias,  Wilson,  on  November  26,  1916, 
accepted  Secretary  of  State  Lansing's  proposal  for  a  military  occupation. 
This  time,  the  fagade  of  local  self-government  was  dispensed  with.  In 
Haiti,  although  the  president  was  forced  to  send  his  legislature  home, 
a  Haitian  executive  was  kept  in  office.  But  the  Dominican  Republic 
was  governed  by  a  United  States  navy  administrator.  Naval  rule  provided 
reasonably  honest  and  effective  government,  decreasing  the  costs  of 
customs  collection,  and  increasing  the  amount  of  money  available.  It 
established  an  efficient  constabulary,  insisted  on  law  and  order,  and 
suspended  both  civil  courts  and  the  liberty  of  the  press  that  such  order 
might  be  assured.  Roads  were  improved  during  the  American  occupation, 
and  education  was  fostered.  Nor  should  it  be  charged  against  the  effec- 
tiveness of  such  education  that  the  Dominican  Republic  was,  in  1952, 
as  thorough  a  dictatorship  as  the  Caribbean  could  display-with  the 
dictator  trained  in  the  American-instructed  occupation  constabulary. 

Knox's  dollar  diplomacy  had  been  particularly  unabashed  in  Nicaragua. 
Nonetheless,  the  Wilson  administration  carried  through  in  the  way  Knox 
had  blazed.  Since  Nicaragua  offered  an  alternative  route  for  an  isthmian 
canal,  its  safeguarding  was  of  particular  concern  to  American  statesmen. 
Knox  had  tried  to  secure  canal  rights  and  naval  bases  after  1912,  but  the 
Senate  refused  to  consider  the  treaty  he  presented.  Bryan  was  more 
successful  in  1916,  when  he  secured  ratification  for  the  Bryan-Chamorro 
Treaty.  In  exchange  for  $3  million  in  gold,  Nicaragua  granted  the  United 
States  the  right  to  build  an  interoceanic  canal  across  the  republic,  per- 
mission to  set  up  a  naval  base  on  the  Gulf  of  Fonseca,  and  a  99-year 
lease  of  Great  and  Little  Corn  Islands  in  the  Caribbean.  Nicaragua's 
neighbors,  Costa  Rica  and  El  Salvador,  claimed  that  their  rights  were 
violated  by  the  treaty:  in  deciding  a  boundary  dispute  in  1888,  President 

1  See  above,  p.  62. 
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Cleveland  had  declared  that  Nicaragua  could  not  make  a  canal  grant 
without  consulting  Costa  Rica;  El  Salvador  insisted  that  a  foreign  naval 
base  in  the  Gulf  of  Fonseca  violated  Salvadoran  autonomy.  The  Central 
American  Court  of  Justice,  to  which  the  two  nations  appealed,  declared 
that  the  complainants  were  justified:  the  Bryan-Cham orro  Treaty  did 
violate  their  rights  but  the  court  could  not  find  it  invalid  because  it 
lacked  jurisdiction  over  one  of  the  parties.  The  United  States  paid  no 
more  regard  to  the  Central  American  Court  of  Justice  than  it  had  to  the 
protests  taken  there  and,  as  a  result,  that  tribunal  ceased  to  function. 

After  1916,  moreover,  with  canal  right-of-way  to  protect,  and  United 
States  participation  in  World  War  I  likely,  reason  for  keeping  marines  in 
Nicaragua  existed,  and  their  presence  assured  that  any  government  which 
attained  office  would  reach  that  position  only  with  American  favor.  In 

1916,  for  instance,  the  United  States  minister  to  Nicaragua  informed  the 
Liberals  that  their  candidate,  a  friend  of  Zelaya,  would  not  be  recognized 
if  he  were  elected.  In  1917,  after  debt  payment  had  been  postponed  for 
three  years,  a  new  financial  plan  was  introduced.  In  addition  to  a  customs 
receivership  to  continue  until  1933,  when  the  1909  loan  matured,  a  high 
commission,  with  one  Nicaraguan  and  two  American  members,  was  set 
up  to  handle  all  Nicaragua's  fiscal  affairs. 

Intervention  in  Cuba  was  sanctioned  by  treaty,  and  whatever  might  be 
Wilson's  opinion  of  the  policy  behind  the  Platt  Amendment,  his  State 
Department  did  not  hesitate  to  apply  it,  In  1917,  the  Cuban  opposition 
charged  that  the  successful  presidential  candidate,  Mario  Garcia  Meno- 
cal,  had  obtained  his  re-election  by  fraud  and  violence.  The  opposition 
revolted.  Secretary  of  State  Lansing  warned  that  the  United  States  would 
not  recognize  a  regime  which  came  to  power  through  revolution.  In  May, 

1917,  about  two  months  after  the  Lansing  warning,  Menocal  asked  for 
United  States  troops.  Some  2,000  marines  were  landed,  the  city  of  San- 
tiago was  occupied,  and  new  elections  ordered.  As  in  1906,  the  opposition 
refused  to  attend  the  polls,  and  President  Menocal  was  re-elected  a 
second  time.  Both  Cuba  and  the  United  States  had  entered  World  War  I 
by  this  date,  so  that  the  maintenance  of  an  armed  force  in  so  important 
a  strategic  point  in  the  Caribbean  seemed  part  of  the  logic  of  the  situa- 
tion. Accordingly,  marines  were  stationed  in  Cuba  until  1922.  Cuba's 
economic  dependence  had  been  growing  steadily.  In  1898,  American 
investments  in  Cuba  were  valued  at  about  $50  million;  in  1906,  at  some 
$120  million;  in  1912  at  $220  million.  American  companies  bought  Cuban 
iron  ore  lands  in  1907  and  1909;  American  tobacco  interests  bought 
Cuban  land  for  producing  that  commodity;  American  sugar  concerns 
made  even  heavier  investments;  between  1914  and  1924  the  American 
interest  in  the  Cuban  sugar  industry  rose  from  35  to  nearly  70  per  cent. 

If  the  Wilson  administration  followed  in  its  precedessors'  path  so  far 
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as  Cuba  was  concerned,  its  attitude  toward  Colombia  was  rather  differ- 
ent. The  great  task  of  building  the  Panama  Canal  was  completed  by 
1914,  and  the  interoceanic  passage  was  scheduled  to  be  opened  to  ship- 
ping. The  Wilson  administration  wanted  to  free  that  achievement  from 
the  aura  of  resentment  which  had  accumulated  since  Theodore  Roosevelt, 
in  his  phrase,  "took  the  Canal  Zone"  from  Colombia.  The  accessory  issue 
of  preferential  treatment  for  United  States  shipping  was  easily  disposed 
of  in  June,  1914.  It  will  be  recalled  that  according  to  the  Hay-Pauncef  ote 
Treaty  ships  of  all  nations  were  to  use  the  isthmian  canal  on  equal  terms. 
In  1912,  Congress  provided  that  United  States  coastwise  shipping  be  free 
of  toll  in  passing  through  the  canal.  Great  Britain  protested.  United 
States  railroad  interests  also  protested,  for  toll-free  passage  would  give 
further  encouragement  to  the  use  of  water  rather  than  rail  transport  for 
bulk  shipments  in  transcontinental  commerce.  Wilson  asked  repeal  of  the 
toUs  provision  and  Congress  finally  accepted,  although  it  reserved  the 
right  to  make  such  exemptions  in  the  future  (a  right  never  exercised). 

Mollifying  Colombia  and  Latin  Americans  generally  presented  a  more 
serious  problem.  Since  1903,  large  sectors  of  American  public  opinion 
had  shifted  to  the  view  that  the  United  States  had  made  unworthy  use 
of  its  strength  in  dealing  with  Colombia.  Secretary  of  State  Elihu  Root 
went  so  far  as  to  conduct  negotiations  with  both  Panama  and  Colombia. 
These  took  the  shape  of  the  Root-Arosemena-Cortes  conventions  of  1909. 
The  proposed  treaties  provided:  (1)  that  Colombia  recognize  Panama's 
independence;  (2)  that  Colombia  receive  the  first  10  annuity  payments 
for  the  Canal  Zone;  (3)  that  Colombia  and  Panama  settle  their  boundary 
dispute.  The  United  States  Senate  accepted  the  conventions,  but,  in 
Colombia,  opposition  was  intense  enough  to  force  dictator  Rafael  Reyes 
out  of  office  on  the  issue.  During  the  next  two  years,  the  Taft  administra- 
tion continued  efforts  at  conciliation,  even  to  the  point  of  observing  in  a 
memorandum  of  February  15,  1913,  that  the  United  States  "honestly 
regretted"  any  disturbance  in  the  friendship  between  the  two  nations. 
Colombia  refused  to  accept  the  Taft  overtures  because  it  hoped  for 
better  terms  from  the  incoming  Wilson  administration. 

In  April,  1914,  after  considerable  haggling,  Colombia  accepted  the 
Thomson-Urrutia  Treaty.  This  gave  Colombia  special  rights  in  the  use 
of  the  Panama  Canal;  a  payment  of  $25  million  (in  exchange  for  what 
it  had  lost  by  the  transfer  of  the  concessions  of  the  Panama  Railroad  and 
the  New  Panama  Canal  Company);  and  expressed  "sincere  regret"  that 
anything  should  have  occurred  to  rnar  the  friendship  between  the  two 
nations.  Although  the  expression  of  regret  dated  back  to  Republican 
negotiations  with  Colombia,  Roosevelt  partisans  denounced  the  treaty 
as  submission  to  blackmail.  On  the  other  hand,  as  the  British  Cowdray 
interests  were  seeking  extensive  concessions  in  Colombia,  American 
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business  and  financial  groups,  those  interested  in  oil  particularly,  urged 
prompt  ratification.  Not  until  1916  did  the  Committee  on  Foreign  Affairs 
report  the  Colombian  treaty  to  the  Senate,  and  then  with  modifications, 
cutting  the  payment  to  $15  million  and  making  the  expression  of  regret 
"mutual."  Debate  foundered  in  the  short  session  and  the  treaty  was 
reported  out  again  in  March,  1917.  This  time,  a  minority  report  by 
Senators  Lodge,  Borah,  Brandegee,  Fall,  and  McCumber  insisted  that 
Colombia  was  entitled  to  no  redress.  War  emergencies  prompted  post- 
poning consideration  of  the  treaty  to  July,  1919,  when  Colombia  accepted 
excision  of  the  "sincere  regret"  clause.  Once  again  the  Senate  delayed, 
this  time  because  Colombia  had  declared  that  ownership  of  subsoil 
minerals  including  oil,  remained  with  the  nation  under  Spanish  law. 
In  1921,  Lodge  himself  urged  ratification  because  the  Colombian  courts 
and  new  Colombian  legislation  assured  the  rights  of  United  States  oil 
concessionaires.  Besides,  generous  treatment  of  Colombia  would  alleviate 
ill-feeling  and  so  ease  the  way  for  a  necessary  expansion  of  United  States 
trade  in  Latin  America.  By  a  vote  of  69  to  19,  the  Senate  ratified  the 
treaty  on  April  20,  1921,  and  it  came  into  effect  in  March,  1922. 

MEXICAN  RELATIONS 

Mexico  presented  the  most  serious  challenge  to  the  Wilson  concept  of 
the  moral  approach  to  international  relations.  For  his  administration  was 
compelled  to  deal  with  the  exasperations  of  disorder  incident  to  social 
upheaval  in  Mexico,  while  it  had  to  meet  protests  and  propaganda  from 
influential  American  groups  which  suffered  from  that  disorder.  The 
United  States  government  would  not  allow  itself  to  be  used  as  an  instru- 
ment to  suppress  necessary  social  change,  Wilson  insisted,  nor  would  it 
permit  Mexican  politicians  to  trifle  with  its  national  dignity. 

Between  1877  and  1911,  dictator  Porfirio  Diaz  had  given  Mexico  a 
government  sufficiently  stable  to  attract  large  amounts  of  foreign  capital, 
United  States,  British,  German,  and  French  particularly.  United  States 
investments  were  estimated  at  $500  million  in  1902;  by  1912,  this  had 
grown  to  $1.05  billion,  representing  78  per  cent  of  Mexico's  mines,  72  per 
cent  of  its  smelters,  68  per  cent  of  its  rubber,  and  58  per  cent  of  its  oil— 
an  industry  which  had  risen  from  an  output  of  10,345  barrels  in  1901  to 
12.9  million  barrels  in  1911.  More  than  50,000  Americans  lived  in  Mexico 
in  1910  and  the  most  influential  among  them  shared  the  opinion  expressed 
by  Elihu  Root  in  1907  when  he  declared  that  "the  steadfast  loyalty  of  a 
lifetime"  would  be  fitting  return  for  "the  blessings"  Diaz  had  brought 
to  his  country. 

Some  Mexicans  were  sceptical.  Eighty-five  per  cent  of  an  agricul- 
tural people  lived  as  illiterate  landless  peons  enserfed  by  debt.  Mexican 
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courts  were  corrupt,  the  country's  democratic  constitution  cloaked 
a  dictatorship.  By  1910,  that  had  ossified,  moreover;  an  aging  en- 
trenched group  held  the  offices  and  their  opportunities  for  profit  while 
younger  men  were  shut  off  from  political  advancement.  Below  the  surface 
of  stability,  discontent  swelled.  Revolt  flared  briefly  in  1907.  By  1909, 
agitation  and  abortive  risings  had  made  the  situation  so  uneasy  that  Diaz 
sought  to  bolster  himself  by  seeking  displays  of  United  States  friendship 
for  his  regime.  He  and  President  Taft  exchanged  visits  across  the  border, 
a  ceremony  Diaz  transformed  into  warning  to  Mexican  dissenters.  In 
October,  1910,  revolt  broke  out  nonetheless.  By  May,  1911,  Diaz  found 
his  position  untenable.  He  resigned,  therefore,  and  left  Mexico  City,  with 
all  the  foreign  ministers  expressing  their  regret  as  he  went.  In  June, 
Francisco  Madero  became  president  of  Mexico.  Generals  fighting  in  the 
north  challenged  his  leadership.  The  small  group  of  articulate  Mexicans 
who  hoped  the  fall  of  Diaz  would  give  the  peon  chance  for  a  better  life 
had  little  faith  in  Madero,  for  he  was  an  old-line  constitutionalist  with  no 
program  for  land  reform  or  social  betterment.  On  its  part,  the  diplomatic 
corps  at  Mexico  City  boycotted  the  Madero  government. 

President  Taft,  meanwhile,  mobilized  20,000  troops  on  the  Texas  bor- 
der in  1912  and  dispatched  warships  to  take  home  Americans  who  wished 
to  leave  Mexico.  Henry  Lane  Wilson,  Taffs  ambassador,  did  nothing 
to  conciliate  Madero,  who  resented  the  "vigorous  and  perhaps  menacing 
way"  State  Department  instructions  "relative  to  the  protection  of  Ameri- 
can life  and  property"  were  conveyed.  By  February,  1913,  as  revolt 
reached  Mexico  City,  the  American  ambassador  led  foreign  diplomats 
in  an  "unofficial"  suggestion  that  Madero  resign.  His  rival,  Victoriano 
Huerta,  a  Diaz  partisan  though  commanding  Madero  forces  in  the  north, 
took  Madero  prisoner  on  February  18.  Madero  resigned  the  next  day. 
On  the  23rd,  he  was  shot;  many  called  it  murder  and  held  Huerta 
responsible.  In  the  interval,  Ambassador  Wilson  had  summoned  Huerta 
into  conference  at  the  embassy:  he  threatened  intervention  unless  fight- 
ing were  halted  in  Mexico  City  and  suggested  that  Huerta  establish  him- 
self as  head  of  a  provisional  government  while  his  principal  rival  was  left 
at  liberty  to  contest  the  next  election.  The  ambassador  recommended  that 
the  Huerta  government  be  recognized.  The  State  Department  delayed 
while  Secretary  Knox  attempted  to  get  a  claims  settlement,  a  convention 
for  use  of  the  waters  of  the  Colorado  and  Rio  Grande,  and  improvement 
in  the  administration  of  Mexican  justice. 

Thus  when  the  Wilson  administration  took  office,  Huerta  held  power 
by  virtue  of  a  coup  d'etat;  foreign  diplomats,  sectors  of  American  busi- 
ness, and  the  United  States  ambassador  urged  his  recognition.  Wilson 
refused.  On  March  11, 1913,  he  laid  the  course  of  his  Mexican  policy:  the 
United  States  wanted  to  promote  democratic  government  in  Latin  Amer- 
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ica.  It  would  not  recognize  governments  based  on  military  seizure, 
Huerta's  included;  nor  would  the  United  States  send  its  troops  into  Mex- 
ico to  protect  propertied  interests.  Though  most  European  countries  and 
Japan  recognized  Huerta,  Wilson  continued  to  refuse.  In  July,  he  recalled 
his  officious  namesake.  On  October  27,  at  Mobile,  Wilson  warned  Euro- 
peans and  his  countrymen  alike  that  he  intended  to  maintain  leadership 
in  Latin-American  policy  and  to  exercise  that  leadership  for  other  ends 
than  material  interests.  In  November,  1913,  Secretary  of  State  Bryan 
instructed  Wilson's  unofficial  observer,  John  Lind,  that  the  United  States 
meant  to  "isolate  General  Huerta  entirely;  to  cut  him  off  from  foreign 
sympathy  and  aid  and  from  domestic  credit,  whether  moral  or  material 
and  to  force  him  out.  It  hopes  and  believes  that  isolation  will  accomplish 
this  end,  and  shall  await  the  results  without  irritation  or  impatience.  If 
General  Huerta  does  not  retire  by  force  of  circumstances,  it  will  become 
the  United  States  to  use  less  peaceful  means  to  get  him  out."  In  December, 
Wilson  exerted  more  pressure  by  lifting  the  embargo  against  munitions 
shipments  to  Mexico  although  he  was  describing  American  policy  as  mere 
"watchful  waiting."  By  the  end  of  1913,  the  British  ambassador  informed 
Huerta  that  he  could  not  look  to  England  for  comfort.  Preferential  treat- 
ment for  United  States  ships  passing  through  the  Panama  Canal  had  not 
yet  been  rescinded  and  United  States  diplomacy  was  using  advocacy  of 
such  a  repeal  measure  to  bring  pressure  against  British  support  of  Huerta. 

In  April,  1914,  while  Wilson  was  still  watchfully  waiting,  Huerta's 
forces  arrested  a  group  of  American  seamen  who  had  landed  at  Tampico 
for  supplies.  The  naval  officer  in  charge  demanded  that  Huerta  order  a 
salute  fired  in  apology.  Huerta  refused,  then  offered  either  arbitration  or 
a  simultaneous  exchange  of  salutes.  On  April  20,  while  the  diplomats  sent 
wrangling  notes,  and  United  States  naval  vessels  cruised  along  the  Mexi- 
can coast,  Wilson  asked  Congress  for  authority  to  use  troops.  By  a  vote 
of  323  to  29  in  the  House  and  72  to  13  in  the  Senate,  Congress  gave  the 
necessary  approval.  On  the  night  of  April  21,  a  German  munitions  ship 
was  reported  off  Vera  Cruz.  To  prevent  its  landing  such  supplies  for 
Huerta,  Wilson  ordered  the  customs  house  seized.  Four  marines  were 
killed  and  20  wounded  in  that  operation;  18  more  were  killed  when  Vera 
Cruz  attempted  to  resist.  The  town  remained  in  American  occupation 
until  November  23.  The  munitions  ship  was  released,  incidentally,  and 
landed  its  guns  at  another  port;  the  Tampico  salute  was  never  fired. 

Huerta  may  have  saved  his  face;  his  regime  he  could  not  save.  In 
August,  1914,  the  troops  of  Venustiano  Carranza  seized  Mexico  City. 
During  the  next  year,  while  Carranza,  Alvaro  Obregon,  and  Francisco 
Villa  fought  for  dominance,  Wilson  asked  the  most  important  Latin- 
American  nations  to  join  in  an  attempt  at  mediation.  After  a  series  of 
conferences  at  Niagara  Falls,  representatives  of  Argentina,  Brazil,  Chile, 
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and  the  United  States  agreed,  on  October  19,  1915,  to  recognize  the  Car- 
ranza  regime  as  the  de  facto  government  of  Mexico.  European  nations 
followed.  The  United  States  allowed  Carranza  to  obtain  munitions;  it  had 
arrested  Huerta  in  July,  when  he  entered  the  United  States,  and  prevented 
him  from  crossing  into  Mexico. 

The  Carranza  government  still  faced  a  powerful  Mexican  enemy  in 
Villa.  In  August,  1915,  Secretary  of  State  Lansing  regarded  it  "politic"  to 
"allow  Villa  to  obtain  sufficient  financial  resources  to  allow  his  faction  to 
remain  in  arms  until  a  compromise  can  be  effected"  since  "we  do  not  wish 
the  Carranza  faction  to  be  the  only  one  to  deal  with  in  Mexico."  Lansing's 
tactics  had  unanticipated  results,  however,  for  Villa  continued  to  assert 
"nuisance  value"  after  Carranza's  de  facto  recognition.  As  if  intent  on 
provoking  United  States  intervention,  on  January  10,  1916,  Villa  took  18 
Americans  from  a  train  near  Santa  Ysabel  in  northern  Mexico,  and  or- 
dered them  shot.  Congress  asked  Wilson  to  take  steps  to  protect  Ameri- 
can lives.  When  Villa  crossed  the  border  on  March  8,  raiding  Columbus, 
New  Mexico,  and  killing  17  more  Americans,  feeling  ran  dangerously  high 
for  an  administration  facing  a  Presidential  election.  On  March  15,  with- 
out Carranza's  consent  and  against  his  protest,  Wilson  sent  General  John 
J.  Pershing  and  6,000  men  in  a  punitive  expedition  into  Mexico;  a  gesture 
which  won  prompt  Congressional  approval.  Border  raids  continued  in 
May.  By  June,  1916,  Pershing  commanded  a  force  of  12,000  and  Wilson 
ordered  aU  the  state  militias,  some  150,000  men,  into  federal  service, 
massing  them  on  the  border.  Although  Republicans  like  Senator  Fall 
urged  the  occupation  of  all  Mexico,  Wilson  continued  negotiation.  Car- 
ranza refused  to  consent  to  American  troop  crossings  in  pursuit.of  raiders. 
Secretary  Lansing  offered  to  withdraw  American  forces  in  return  for 
Mexican  guarantee  of  protection  for  American  property,  Mexican  co- 
operation in  dealing  with  disorder,  and  negotiation  of  a  claims  conven- 
tion. Finally,  both  parties  decided  to  restore  normal  diplomatic  relations, 
and  the  United  States  sent  Ambassador  Henry  L.  Fletcher  to  Mexico  on 
January  2,  1917,  In  February,  as  relations  with  Germany  worsened,  the 
administration  withdrew  Pershing  and  his  army.  After  nine  months  of 
pursuit,  Villa  and  his  men  remained  at  large  (in  1920,  the  Mexican  gov- 
ernment succeeded  in  bribing  Villa  into  inactivity,  a  condition  made 
permanent  by  private  assassins  in  1923). 

Carranza  did  not  show  himself  grateful  for  Wilson's  tutelage.  His  gov- 
ernment resented  the  punitive  expedition  of  1916.  And  on  May  ] ,  1917, 
Mexico  promulgated  a  new  constitution— despite  American  hostility.  This 
introduced  a  program  of  social  legislation;  called  for  secularization  of 
most  church  activities;  and  abrogated  the  innovations  in  Spanish  prop- 
erty law  made  during  the  Diaz  regime.  The  8-hour  workday,  labor  legis- 
lation to  protect  women  and  children,  and  promises  of  social  insurance 
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were  tolerably  harmless.  Secularization  of  education,  charity,  and  church 
buildings  aroused  resentment  among  religious  groups  principally.  But  it 
was  Article  27  that  struck  at  established  property  rights.  This  banned 
foreign  ownership  of  land  and  water  rights  within  50  kilometers  of  the 
sea  or  100  kilometers  of  the  border.  It  declared  that  henceforth  only 
Mexican  citizens  and  Mexican  companies  might  receive  concessions  for 
developing  petroleum,  mines,  waterways,  and  waterpower.  All  companies 
chartered  in  Mexico  were  to  accept  the  supremacy  of  Mexican  law.  (This 
was  intended  to  halt  appeals  for  diplomatic  intervention  by  foreign  busi- 
ness). Finally,  and  most  important,  the  new  constitution  pronounced 
against  the  Diaz  laws  of  1884-1909,  which  had  granted  concessions  carry- 
ing absolute  ownership  of  natural  resources.  The  soil  and  its  subsoil 
deposits  belonged  to  the  Mexican  people,  Article  27  declared.  By  Spanish 
law,  the  state  had  an  inalienable  right  to  subsoil  deposits,  a  right  of  which 
prescription  by  lapse  of  time  could  not  deprive  the  nation. 

American  owners  of  Mexican  mineral  and  oil  lands  cried  havoc,  the 
more  particularly  since  oil  production  reached  517.7  million  barrels  in  the 
years  1911-20.  Secretary  of  State  Lansing  protested  application  of  the 
1917  constitution  to  the  oil  concessions  Diaz  had  granted  American  oil 
interests.  In  1919,  when  the  end  of  World  War  I  made  possible  renewed 
attention  to  Mexican  affairs,  a  Senate  subcommittee  headed  by  Albert  B. 
Fall  heard  testimony  from  leading  proponents  of  intervention,  including 
oil  magnate  E.  L.  Doheny.  Such  members  of  Wilson's  Cabinet  as  Lansing, 
Attorney  General  Palmer  and  Secretary  of  the  Interior  Lane  were  im- 
patient with  watchful  waiting.  When  United  States  consul  at  Puebla, 
William  O.  Jenkins,  was  kidnapped  (one  report  had  him  merely  arrested, 
then  released  on  bail),  partisans  of  intervention  considered  the  United 
States  supplied  with  an  adequate  "incident."  On  December  4,  the  Senate 
adopted  a  joint  resolution  approving  Lansing's  warning  to  Mexico  on  the 
Jenkins  case,  and  proposing  that  recognition  be  withdrawn  and  diplo- 
matic relations  with  Carranza  broken  off.  Lansing  was  willing  to  accept 
Senate  approval,  but  he  boggled  at  the  second  half  of  the  proposal. 
Meanwhile,  in  the  seclusion  of  illness,  Wilson  became  aware  of  what  the 
Senate  and  his  Secretary  of  State  were  planning.  On  December  8,  Wilson 
informed  the  Senate  that  initiative  in  foreign  affairs  still  belonged  to  the 
Executive.  The  Mexican  government  promised  prompt  action,  and  Jenkins 
was  released.  With  another  Presidential  election  pending,  the  Republican 
opposition  wondered  whether  war  to  protect  oil-well  owners  in  Mexico 
would  be  as  good  a  campaign  issue  as  those  already  in  its  armory. 

American  opponents  of  the  Carranza  government  could  prove  their 
opposition  justified  in  1920,  for  Carranza  tried  to  pick  his  own  successor 
rather  than  allow  the  Mexican  presidency  to  pass  to  the  logical  contender, 
Alvaro  Obregon.  Obregon  took  the  field  in  April.  On  May  7,  Carranza 
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fled,  only  to  be  murdered  on  the  21st.  A  provisional  government  took 
office  until  September,  when  Obregon  was  elected  president.  On  May  28, 
the  Fall  committee  had  laid  down  a  Mexican  program  of  its  own.  The 
United  States  would  give  moral  and  material  support  to  the  government 
it  recognized  in  Mexico,  or  it  would  itself  put  an  end  to  the  disorder 
there.  If  Obregon  desired  recognition,  he  must  agree  "in  writing"  to  the 
following  conditions:  United  States  investors  must  be  protected  against 
enforcement  of  the  constitution  of  1917;  claims  for  damages  must  be  taken 
up;  conventions  for  settling  disputes  concerning  water  use  and  the  posi- 
tion of  the  Rio  Grande  boundary  must  be  concluded.  Other  nations- 
Japan,  Germany,  Brazil,  the  Netherlands— recognized  Obregon's  govern- 
ment without  previous  guarantees,  but  although  Obregon  protested 
friendship  for  the  United  States,  Wilson  took  no  action.  By  1920,  he  had 
known  too  many  defeats;  strength  to  formulate  Mexican  policy  anew  was 
not  granted  him. 

In  action,  Wilson  seemed  completely  inconsistent,  for  he  proclaimed 
aversion  to  intervention  and  frequently  intervened.  Further,  intervention 
in  Mexico  achieved  none  of  its  immediate  objectives.  Yet  Wilson's  lack 
of  consistency  had  a  unity  of  its  own:  he  succeeded  in  avoiding  large- 
scale  armed  action  merely  to  protect  certain  favored  American  groups  in 
their  privileges.  Unfortunately,  the  Mexican  people— many  of  them  roused 
to  social  awareness  by  ten  years  of  disorder  and  revolutionary  slogans- 
had  no  notion  of  Wilson's  purpose.  They  saw  their  dead  in  Vera  Cruz; 
they  saw  Pershing's  soldiers  in  futile  chase  of  Villa;  but  they  had  no 
visible  evidence  of  Wilson's  sympathy  with  their  hopes,  not  even  in  the 
shape  of  an  American  ambassador,  since  the  United  States  Embassy 
remained  unfilled  from  1913  to  1917.  Wilson,  who  was  so  apt  at  putting 
political  aspiration  into  words,  had  no  phrase  for  the  Mexican  situation. 
Consequently,  Mexico,  and  Latin-American  opinion  generally,  saw  only 
the  acts;  to  Wilson's  contribution  toward  establishment  of  the  Good 
Neighbor  policy  they  remained  oblivious. 

COLONIAL  POLICY  UNDER  WILSON 

Colonial  policy  under  Wilson  showed  less  ambiguity  in  action  than  his 
administration's  dealings  with  Latin  America.  The  Foraker  Act  of  1900 
made  Puerto  Rico  an  "unorganized  territory,"  a  status  rather  resembling 
a  pre-Revolutionary  American  colony,  since  an  appointed  governor  and 
an  executive  council  dominated  by  United  States  appointees  had  for  col- 
leagues an  assembly  elected  by  Puerto  Ricans.  Friction  between  the  two 
factors  in  the  island's  government  took  familiar  forms:  acrimonious  de- 
bates and  attempts  to  use  the  power  of  the  purse  to  wring  concessions 
from  the  executive.  That  classic  mode  of  winning  legislative  control  had 
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its  effectiveness  diminished  in  1909,  when  Congress  provided  that,  if 
appropriation  bills  were  delayed  beyond  the  current  fiscal  year,  appro- 
priations previously  made  should  be  continued. 

In  the  Jones  Act  of  1917,  the  Wilson  administration  addressed  itself 
to  meeting  two  of  Puerto  Rico's  chief  grievances.  By  its  terms,  Puerto 
Ricans  became  American  citizens,  not  merely  citizens  of  Puerto  Rico.  A 
bill  of  rights  specifically  granted  the  islanders  the  civil  liberties  enjoyed 
by  all  Americans  under  the  Constitution  except  that  of  trial  by  jury;  but 
in  the  case  of  Balzac  v.  People  of  Puerto  Rico  (258  U.S.  298,  1922)  Chief 
Justice  Taft  held,  by  implication,  that  the  island's  legislature  could  estab- 
lish that  right  by  specific  legislation  if  it  chose.  Secondly,  the  law  of  1917 
gave  Puerto  Ricans  a  greater  measure  of  control  over  their  government. 
An  elective  upper  house  replaced  the  legislative  council  with  its  majority 
of  American  appointees,  and  the  reconstituted  legislature  had  full  law- 
making  powers,  subject  to  Presidential  veto.  The  President  also  appointed 
the  island's  governor,  the  auditor  (who  had  final  word  concerning  its 
financial  affairs },  two  department  heads,  and  the  members  of  the  supreme 
court.  Thus,  although  Puerto  Rico  secured  a  greater  measure  of  self-gov- 
ernment than  had  been  granted  in  1900,  it  was  still  a  long  way  from  the 
autonomy  its  most  articulate  groups  demanded. 

Since  Bryan's  defeat  in  1900,  independence  for  the  Philippines  had  been 
an  article  of  Democratic  party  faith.  In  1912,  the  Democratic  platform 
pledged  early  fulfilment  of  the  long-standing  promise.  In  compliance, 
Congress  enacted  a  new  organic  law  for  the  islands'  government,  and  the 
executive  carried  through  by  giving  Filipinos  a  greater  share  in  adminis- 
tration. The  Jones  Act  of  1916  declared  that  the  United  States  would 
grant  the  Philippines  their  independence  as  soon  as  a  "stable  govern- 
ment" should  be  established.  The  Jones  Act  created  the  status  of  "citizens 
of  the  Philippines,"  and  gave  that  status  to  Spanish  subjects  of  1899  and 
their  descendants.  Citizens  of  the  Philippines  were  granted  civil  liberties 
by  the  law  of  1916;  all  adult  males  literate  in  English,  Spanish,  or  a  native 
dialect  were  given  the  suffrage.  The  Jones  Act  made  the  Philippine  legis- 
lature elective  in  both  houses  and  gave  it  full  power  to  pass  laws,  subject 
to  veto  by  the  governor-general,  with  recourse  to  the  President  of  the 
United  States  for  confirmation  of  the  veto.  The  governor-general  and  the 
head  of  the  department  of  health  and  education,  who  was  given  the  title 
of  vice-governor,  were  the  only  American  appointees.  To  the  post  of  gov- 
ernor-general, President  Wilson  named  Francis  Burton  Harrison  who 
proceeded  to  carry  out  the  Jones  Act  as  if  the  law  meant  to  train  Filipinos 
for  self-government.  In  1917,  Harrison  established  a  council  of  state, 
nowhere  legally  provided,  to  include  the  heads  of  the  executive  depart- 
ments, the  speaker  of  the  Philippine  House,  and  the  president  of  its  Sen- 
ate. In  oo-operation  with  the  governor,  this  body  carried  through  a 
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far-reaching  program  for  autonomy.  In  the  islands'  civil  service,  Filipinos 
replaced  Americans  so  that,  by  1921,  the  2,623  who  had  been  serving  in 
1913  were  reduced  to  614.  On  Harrison's  recommendation,  Filipinos  were 
named  to  a  majority  of  seats  on  the  appointive  commission,  thus  giving 
them  a  full  voice  in  all  agencies  of  government. 


"It's  for  his  own  good/* 


McCutcheon  in  the  Chicago  Tribune 


Economically,  the  Philippines  benefited  from  free  trade  with  the  United 
States  as  provided  in  the  Underwood  tariff,  and  from  a  series  of  measures 
locally  enacted  and  designed  to  further  the  islands'  development.  Rural 
credit  societies  were  set  up  to  increase  the  efficiency  of  small-scale  agri- 
culture. Railroads  and  wireless  stations  improved  communication  within 
the  archipelago  and  with  the  world  outside.  The  Philippine  government 
was  even  permitted  to  engage  in  several  commercial  enterprises:  it  bought 
into  the  Manila  Railroad;  set  up  the  Philippine  National  Bank;  organized 
the  National  Coal  Company;  and  also  a  general  promotion  corporation 
called  the  National  Development  Company. 

Seven  years  of  practice  in  self-government  produced  results  which 
convinced  Wilson  that  stability  had  been  achieved.  Accordingly,  on 
December  7,  1920,  Wilson's  message  to  Congress  urged  that  the  Philip- 
pines be  granted  independence.  The  message  came  from  an  outgoing 
president  whose  party  had  been  defeated.  Its  recommendations  were 
ignored,  therefore,  and  the  Republicans  who  succeeded  embarked  on  a 
new  Philippine  policy,  which  will  be  examined  below.2 

The  Wilson  administration  not  only  extended  the  scope  of  American 
protectorates  in  the  Caribbean,  it  also  increased  the  list  of  American 

2  See  p.  291. 
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possessions.  In  1899,  a  Danish  adventurer,  one  Walter  von  Christmas 
Dirckinck-Holmfeld,  attempted  to  persuade  President  McKinley  into  buy- 
ing the  Virgin  Islands  from  Denmark.  Dirckinck-Holmfeld  offered  the 
aggressive  expansionism  of  Kaiser  Wilhelm's  Germany  as  an  argument 
for  the  purchase,  as  had  Admiral  Royal  B.  Bradford  in  1898.  Republicans 
like  Secretary  of  State  Hay,  Elihu  Root,  and  Senator  Lodge  were  suffi- 
ciently impressed  for  Hay  to  negotiate  a  convention  which  provided 
cession  of  the  islands  to  the  United  States  in  exchange  for  $5  million.  The 
Senate  ratified  the  treaty,  but  the  Danish  Parliament  rejected  it.  American 
public  opinion  believed  rejection  the  result  of  German  pressure  and  Hay 
warned  the  Danes  against  transferring  the  islands  to  any  other  power. 
In  1915,  the  Navy  department  again  urged  action,  less  because  of  the 
islands'  usefulness  as  a  coaling  or  naval  station  than  as  a  means  of  making 
certain  that  Germany  did  not  acquire  them.  Finally,  in  November  and 
December,  1915,  the  matter  was  pushed  to  a  conclusion.  When  the  Danish 
minister  inquired  whether  the  United  States  would  seize  the  islands  if 
Denmark  refused  to  sell,  Secretary  Lansing  replied  that  his  government 
would  be  obliged  to  do  so  if  Denmark  were  to  be  absorbed  by  a  European 
power,  or  if  it  were  to  transfer  the  islands  to  a  European  power  which 
might  transform  them  into  a  naval  base.  The  Danish  government  agreed 
to  sell.  For  $25  million,  the  United  States  acquired  three  scantily-watered 
islands  with  a  population  of  26,000  (26,665  in  1950),  90  per  cent  of  whom 
were  Negroes  engaged  in  fishing,  agriculture,  and  rum  distilling,  which 
Prohibition  laws  were  soon  to  make  an  obsolete  industry.  Not  until  1930 
did  the  Virgin  Islands  have  a  civil  government;  until  then  they  were 
administered  by  naval  officers,  In  1936,  Congress  adopted  an  organic  act 
for  their  governance  and  gave  them  a  measure  of  self-rule.  Nor  did  the 
islands  prosper  as  American  possessions.  Strategically  necessary  though 
they  were  for  guarding  the  Panama  Canal,  President  Hoover  dismissed 
them  as  a  "poorhouse"  in  1931.  The  New  Deal  tried  to  rehabilitate  the 
islands  through  renewed  development  of  the  rum  industry  after  Prohibi- 
tion's repeal.  In  1945,  a  survey  by  the  Caribbean  Commission,  an  inter- 
national body  set  up  during  World  War  II,  suggested  other  measures: 
housing,  water  supply,  and  electricity  to  promote  tourist  trade,  princi- 
pally. By  1950,  a  new  divorce  law,  more  lax  than  that  which  drew  tem- 
porary residents  to  Nevada,  increased  the  islands'  effectiveness  in  com- 
peting for  the  tourist  trade. 

FAR  EASTERN  POLICY 

Wilson's  Far  Eastern  policy  showed  something  of  the  incongruity  in 
action  which  marked  his  administration's  dealing  in  Latin  America.  How 
anxious  the  Taft  administration  was  to  have  Americans  share  the  eco- 


FOREIGN  POLICY  UNDER  WILSON  161 

nomic  opportunities  offered  by  the  development  of  China  has  already 
been  noticed.  In  1913,  Wilson  withdrew  the  approval  Taft  had  so  willingly 
accorded.  In  November,  1917,  however,  after  nearly  a  year  of  persuasion, 
the  Allies  finally  won  Wilson's  consent  to  American  participation  in  a  new 
consortium  of  four  powers  (the  United  States,  Britain,  France,  and  Japan) 
to  make  loans  to  China  and,  in  the  process,  to  break  Japan's  hope  for 
financial  primacy  in  that  area.  The  new  loan  agreement  was  not  signed 
until  October  15,  1920,  and  its  story  is  tied  into  the  tangle  which  was 
China's  history  in  that  decade  of  her  struggle  for  national  unity  and  inde- 
pendence. By  the  new  loan  agreement,  banking  groups  of  the  four  powers 
agreed  to  share  equally  in  all  projected  Chinese  loans,  national  or  local, 
but  existing  separate  agreements  for  the  development  of  industries  upon 
which  action  had  been  taken  were  not  to  be  included.  Each  government 
was  to  support  its  own  banking  group  in  any  competition  which  might 
arise.  With  the  capital  obtained  from  the  four-power  group,  China  was 
to  undertake  a  program  of  improving  her  communications  and  recon- 
structing her  economy.  If  considered  necessary  for  the  security  of  the 
loan  payments,  some  foreign  participation  in  revenue  collections  might 
be  allowed,  but  nothing  in  the  loan  agreement  was  to  impair  the  political 
control  of  the  Chinese  government  or  lessen  its  sovereign  rights.  Thus, 
as  it  will  be  noted,  the  terms  of  the  new  consortium  did  not  include  the 
wide  range  of  specific  tax  pledges  which  Wilson  had  found  objectionable 
in  1913. 

During  the  Wilson  administration,  American  policy  toward  Japan  was 
shaped  by  Wilson's  ideal  of  international  justice  and  by  the  exigencies 
of  coalition  war.  Japan  declared  war  on  Germany  on  August  23,  1914, 
although  England  was  none  too  eager  to  have  her  ally  thus  freed  for 
action  in  China  and  the  Pacific.  By  December,  1914,  Japan  had  driven 
the  Germans  from  their  Pacific  island  possessions  and  from  their  leased 
territories  in  Shantung.  Indeed,  the  entire  province  of  Shantung  was  soon 
in  Japanese  hands.  In  1915,  Japan  followed  the  ousting  of  Germany  with 
the  Twenty-One  Demands  upon  China,  which  the  government  of  Yuan 
Shih-Kai  finally  accepted  in  modified  form  on  May  25.  The  most  im- 
portant modification  was  Japan's  withdrawal  of  a  series  of  "requests"  for 
special  political  rights  which  would  have  given  Japan  extensive  super- 
visory control  over  Chinese  institutions,  governmental  and  social.  China 
agreed  not  to  cede  or  lease  territory  in  Shantung  to  any  "foreign  power." 
Japan's  leases  on  Port  Arthur  and  the  Manchurian  railways  were  renewed 
for  99  years.  In  China  proper,  Japan  also  was  granted  a  preferential  eco- 
nomic position,  especially  with  regard  to  the  iron  and  steel  industry 
growing  up  about  Hankow.  Shantung,  in  effect,  became  a  Japanese  sphere 
of  influence,  although  Japan  did  agree  to  return  the  leased  territory  of 
Kiaochow  Bay  to  China,  provided  that  certain  conditions  were  met. 
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On  March  13,  1915,  Secretary  of  State  Bryan  made  a  long  reply  to  the 
Japanese  government's  memorandum  on  the  Twenty-One  Demands.  In 
that  reply  there  appeared  this  significant  observation.  "While  on  principle 
and  under  treaties . . .  with  China  the  United  States  has  ground  upon 
which  to  base  objections  to  the  Japanese  'demands*  relative  to  Shantung, 
South  Manchuria,  and  East  Mongolia,  nevertheless  the  United  States 
frankly  recognizes  that  territorial  contiguity  creates  special  relations  be- 
tween Japan  and  these  districts."  But  on  May  11,  in  identical  notes  to 
China  and  Japan,  Bryan  declared, 

...  the  Government  of  the  United  States  has  the  honor  to  notify  the  Imperial 
Japanese  Government  that  it  cannot  recognize  any  agreement  or  undertaking 
which  has  been  entered  into  or  which  may  be  entered  into  between  the  Gov- 
ernments of  Japan  and  China,  impairing  the  treaty  rights  of  the  United  States 
and  its  citizens  in  China,  the  political  or  territorial  integrity  of  the  Republic  of 
China,  or  the  international  policy  relative  to  China  commonly  known  as  the 
open  door  policy. 

Soon  after  the  United  States  broke  diplomatic  relations  with  Germany 
in  February,  1917,  China  followed.  On  August  14,  China  entered  the 
war  as  a  belligerent,  against  the  opposition  of  most  of  her  prospective 
allies.  In  September,  1917,  a  Japanese  war  mission  headed  by  Viscount 
Kikujiro  Ishii  arrived  in  the  United  States.  After  prolonged  fencing,  the 
Lansing-Ishii  Agreement  was  concluded  on  November  2,  1917.  Both  gov- 
ernments recognized  that  "territorial  propinquity  creates  special  relations 
between  countries,  and  consequently,  the  Government  of  the  United 
States  recognizes  that  Japan  has  special  interests  in  China,  particularly  in 
the  part  to  which  her  possessions  are  contiguous."  Japan,  for  its  part,  put 
itself  on  record  as  "opposed  to  the  acquisition  by  any  government  of  any 
special  rights  or  privileges  that  would  affect  the  independence  or  terri- 
torial integrity  of  China  or  that  would  deny  to  the  subjects  or  citizens  of 
any  country  the  full  enjoyment  of  equal  opportunity  in  the  commerce 
and  industry  of  China/'  In  a  secret  protocol  to  the  agreement,  first  made 
public  on  May  4,  1922,  it  was  revealed  that  the  two  powers  had  consid- 
ered, and  rejected,  inclusion  of  the  following:  the  two  governments  "will 
not  take  advantage  of  the  present  conditions  to  seek  special  rights  or 
privileges  in  China  which  would  abridge  the  rights  of  the  subjects  or 
citizens  of  other  friendly  states."  The  phrase  had  been  omitted  as  "su- 
perfluous," and  "liable  to  create  erroneous  impression  in  the  minds  of  the 
public,"  but  it  was  "well  understood  that  the  principle  enunciated  in  the 
clause  which  was  thus  suppressed  was  in  perfect  accord  with  the  declared 
policy  of  the  two  Governments  in  regard  to  China." 

To  later  observers,  the  published  portions  of  the  Lansing-Ishii  Agree- 
ment seemed  admirably  phrased  to  promote  international  misunderstand- 
ing. For  Japan  could  conclude,  and  inform  China,  that  "special  interests" 
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was  equivalent  to  "dominant  position";  while  Lansing  could  regard  the 
acknowledgement  as  a  mere  reservation  of  rights.  And,  indeed,  at  Paris 
in  1919,  Lansing  and  Wilson  did  oppose  Japan's  effort  to  assume 
hegemony  in  China. 

Again,  in  1918-20,  when  both  the  Czarist  and  Kerensky  regimes  had 
failed  to  maintain  rule  over  Russia  and  keep  that  country  in  the  war,  the 
Wilson  administration  sent  troops  into  Siberia,  after  prolonged  urging  by 
the  Allies.  Disorganization  in  Russia  left  the  way  open  for  Japanese  occu- 
pation of  Vladivostok  and  the  Chinese  Eastern  Railway;  and  for  domina- 
tion not  merely  of  Manchuria  but  of  Siberia  as  well.  The  United  States 
refused  England's  request  to  allow  Japan  to  take  the  Trans-Siberian  and 
Chinese  Eastern  railroads  for  the  Allies.  In  1919,  these  were  taken  over 
by  an  inter-Allied  board  headed  by  an  American  railroad  expert.  Against 
odds,  General  William  S.  Graves,  in  charge  of  the  American  expeditionary 
force  in  Siberia,  succeeded  in  maintaining  neutrality  as  regarded  the 
warring  Russian  factions  and,  finally,  in  preventing  permanent  Japanese 
occupation  of  Siberian  territory.  But  Japanese  forces  remained  there  until 
November,  1922. 

Through  all  the  seeming  contradictions  of  Wilson's  foreign  policy  in 
action  ran  a  threefold  thread  of  consistence  in  idea.  First,  the  moral 
factor:  as  among  individuals,  dealings  among  nations  demanded  that 
justice  be  done,  that  exploitation  be  curbed,  and  that  promises  be  kept. 
Secondly,  regard  for  democracy:  people  had  the  right  and  the  ability  to 
rule  themselves.  Thirdly,  the  proper  role  of  the  United  States:  it  was  the 
mission  of  this  nation  to  carry  out  in  its  foreign  policy  those  principles  of 
democracy  and  international  morality.  When  morally  and  legally  justified, 
American  property  rights  must  be  upheld,  moreover.  And  where  any 
American  rights  were  attacked,  those  rights  must  be  defended. 
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THE  UNITED  STATES  AND  EUROPE 

SINCE  1823,  when  Thomas  Jefferson  verbalized  a  policy  long  practiced 
into  the  concept  of  the  Two  Spheres,  the  United  States  had  held 
itself  apart  from  the  political  life  of  Europe.  European  countries  provided 
a  market  for  our  products;  European  minds  supplied  the  staple  food  of 
American  intellectual  life.  Nevertheless,  necessary  though  Europe  might 
be,  it  represented  militarism  and  oligarchy,  while  the  United  States  stood 
for  the  peace  and  opportunity  offered  by  institutions  of  political  and 
economic  liberty.  The  two  spheres  might  trade  to  mutual  advantage. 
They  might  share  the  materials  of  what  had  been  a  common  culture.  But, 
politically,  they  must  remain  separate. 

The  Spanish- American  War  made  a  breach  in  that  separation.  For  the 
first  time  since  the  Ottomans  invaded  Hungary,  a  non-European  country 
offered  challenge  to  the  world  domination  which  had  been  Europe's.  The 
United  States  delivered  its  blow,  moreover,  at  a  moment  when  the  Euro- 
pean balance  of  power  was  especially  precarious.  Between  Waterloo  and 
Sedan,  England  held  economic  primacy.  Newly  united  Germany  became 
a  challenge  after  1870;  and  its  rulers  tried  to  make  political  power  ad- 
vance with  economic  growth.  France  and  Russia  might  balance  German 
armies  on  the  European  continent,  yet  they,  too,  must  be  checked;  for 
Russia  sought  to  expand  in  eastern  Asia  and  Russian  power  posed  a 
potential  threat  to  India;  while  France  had  African  ambitions  which  might 
impinge  on  English  power  in  Egypt  and  the  Sudan.  Nor  had  Germany 
any  mind  to  accept  Malthus'  dictum  that  latecomers  to  life's  banquet- 
table  had  no  reason  for  complaint  because  the  choicest  seats  were  occu- 
pied: Germany  demanded  colonies  of  her  own. 

Spain's  weakness  offered  invitation  to  that  appetite,  yet  any  German 
move  at  Spain's  expense  would  have  unbalanced  the  delicately  poised 
scales  of  power.  Consequently,  United  States  action  against  Spain,  and 
American  acquisition  of  the  Philippines  in  1899,  removed  a  possible  cause 
of  European  friction.  And  the  appearance  of  the  United  States  as  a  first- 
class  nation  after  the  war  added  a  new  factor  to  the  world  power  equa- 
tion. England  now  must  cope  with  naval  building  by  another  power  than 
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Germany,  as  it  must  meet  and  make  use  of  the  Asiatic  power  of  Japan. 
Once  again,  as  in  the  days  of  Canning  and  President  Monroe,  English 
foreign  policy  called  upon  new  worlds  to  shift  the  political  scales  of 
Europe.  United  States  naval  building  during  the  years  1898  to  1904  pro- 
duced a  fleet  of  26  vessels  over  12,500  tons,  most  more  powerful  than 
their  British  and  German  counterparts  of  the  same  date.  Britain  met  the 
power  potential  of  Japan  with  alliances  in  1902,  1905,  and  1911. 

American  rapprochement  with  Britain  was  achieved  in  more  subtle 
fashion.  During  the  Spanish-American  War,  and  especially  during  the 
naval  blockade  of  Manila,  British  authorities  conveyed  the  impression  of 
considerable  friendliness  toward  the  American  forces,  while  German 
naval  commanders  evidently  resented  newcomers  to  naval  power.  In 
dealing  with  Venezuela  in  1902,  while  both  Britain  and  Germany  con- 
sulted the  United  States  before  undertaking  their  punitive  blockade 
against  Castro,  only  Britain  displayed  deference  for  the  Monroe  Doctrine. 
Long-pending  Anglo-American  disputes  were  settled  between  1903  and 
1910.  The  boundary  between  Alaska  and  Canada  was  fixed  at  the  line 
favored  by  the  United  States.1  In  1910,  after  decades  of  quarreling,  the 
controversy  over  fishing  rights  off  Newfoundland  was  resolved.  The  pro- 
posal for  arbitration  made  in  1908  was  agreed  on;  the  1910  proceedings 
at  The  Hague  upheld  British  contentions  as  to  Newfoundland's  rights.  In 
1912,  a  treaty  was  concluded  to  embody  the  principles  of  the  arbitral 
findings:  Newfoundland  might  make  what  regulations  it  chose  regard- 
ing fishing  and  fish  curing  on  its  coasts,  but  notice  must  precede  issue  of 
such  regulations  and  those  were  to  be  reasonable  in  themselves. 

As  outstanding  difficulties  were  resolved,  the  United  States  primacy  in 
the  Western  Hemisphere  was  recognized,  relations  between  the  United 
States  and  England  grew  more  cordial.  Issues  like  the  Panama  Canal  tolls 
were  adjusted  amicably.  Much  American  public  opinion  began  to  regard 
twisting  the  lion's  tail  as  old-fashioned  and  irrelevant  in  political  discus- 
sion. Pro-English  sentiment  grew  apace  in  the  period  1900-14,  particu- 
larly among  upper-class  Eastern  groups  represented  by  John  Hay  and 
Senator  Lodge.  Americans  like  President  Roosevelt  and  Admiral  Mahan 
might  not  cherish  the  English,  but  they  were  impressed  with  England's 
power.  Indeed,  one  might  say  desire  to  imitate  that  most  glorious  of 
British  institutions,  the  Empire,  helped  shape  both  colonial  and  naval 
policy  in  the  years  1900-8.  Nor  should  the  Kipling  vogue  be  ignored. 
Kipling  was  a  popular  idol  at  the  turn  of  the  century;  his  illness  in  1899 
had  even  the  nonliterary  anxious;  his  plea  for  Americans  to  take  up  "the 
White  Man's  Burden"  woke  echoes  not  only  among  the  flattered  business- 
men, but  among  the  benevolent  and  those  who  were  convinced  that 

1  See  above,  p.  63. 
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capacity  for  self-rule  varied  inversely  with  skin  pigmentation.  American 
social  leaders  looked  to  England;  American  statesmen  aspired  to  make 
a  place  like  Great  Britain's  for  their  country. 

DEPARTURES  FROM  ALOOFNESS 

Despite  American  acceptance  of  the  concept  of  the  separation  of  the 
Two  Spheres,  the  United  States  entered  the  European  sphere  in  at  least 
three  incidents  after  the  turn  of  the  century.  President  Roosevelt  offered 
himself  as  mediator  in  the  Russo-Japanese  War.  He  promoted  a  confer- 
ence of  the  European  powers  at  Algeciras  in  1906.  Roosevelt,  Taft,  and 
other  American  leaders  showed  considerable  interest  in  efforts  to  promote 
institutions  for  the  protection  of  international  peace.  At  the  outbreak  of 
the  Russo-Japanese  War,  United  States  opinion  tended  to  be  pro-Jap- 
anese. American  bankers  floated  large  loans  for  Japan;  and  the  defeat  of 
Czarist  tyranny  rejoiced  democratic  hearts.  The  unexpected  thoroughness 
of  Japanese  victory-and  anti-Japanese  feeling  in  California—contributed 
to  change  the  climate  of  opinion.  Meanwhile,  Germany  feared  spread  of 
the  dynamic  force  of  revolution  in  Russia;  France  wanted  to  end  the  war 
with  its  drain  of  loans  to  Russia;  England  desired  to  halt  the  sudden  new 
power  of  her  victorious  ally  before  Russia  should  be  so  weakened  as  no 
longer  to  act  as  a  check  on  Germany's  eastern  frontier.  Russia's  governors 
feared  the  triumph  of  the  revolt  which  had  broken  out  in  1905,  moreover, 
and  Japan  itself  reckoned  the  cost  of  further  fighting  as  economic  ruin: 
its  credit  had  run  out  and  its  military  front  was  dangerously  extended. 
By  May,  and  secretly,  after  feelers  from  Russia's  French  ally,  Japan  asked 
Roosevelt  to  mediate.  On  June  6,  the  Czar  followed  his  Kaiser  cousin's 
advice  and  accepted  Roosevelt's  offer.  The  end  result  of  Roosevelt's  action 
was  to  strengthen  Britain's  position  in  the  European  balance,  while  it 
cemented  her  alliance  with  Japan.  And  Europe,  once  again,  could  breathe 
more  freely, 

As  owner  of  the  Philippines,  United  States  action  in  the  Russo-Japanese 
War  could  be  justified  on  the  score  that  America  had  become  a  Pacific 
power.  Roosevelt's  intervention  in  the  Morocco  Crisis  of  1905,  in  this  case, 
had  a  shadowy  justification  in  law,  since  the  United  States  was  a  signatory 
to  the  Morocco  treaty  of  1880.  Yet  that  intervention  was  more  significant 
as  putting  the  United  States  directly  into  the  European  sphere.  For  the 
German  attempt  to  loosen  the  French  grip  on  Morocco  was  a  move  in 
an  intricate  game  meant  to  disturb  the  alliance  between  England  and 
France  and  France  and  Russia,  the  diplomatic  agreement  which  checked 
German  ambition  on  the  Continent.  On  the  other  hand,  the  Senate's 
caution  in  ratifying  the  treaty  produced  at  the  Algeciras  Conference  of 
1906,  which  Roosevelt  had  done  so  much  to  promote,  put  the  Executive 
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on  notice.  In  accepting  the  Algeciras  convention,  the  United  States,  said 
the  Senate,  did  not  mean  "to  depart  from  the  traditional  American  policy 
which  forbids  participation  by  the  United  States  in  the  settlement  of 
political  questions  which  are  entirely  European  in  their  scope."  Thus,  in 
1906,  the  Senate  sketched  the  part  of  "observer"  which  the  United  States 
was  to  attempt  during  the  1920's. 

Since  the  middle  of  the  nineteenth  century,  when  Elihu  Burritt  and 
Charles  Sumner  urged  nations  to  substitute  legal  process  for  war  as  a 
means  of  ending  international  disputes,  Americans  had  so  far  entered  the 
European  sphere  as  to  urge  that  institutions  be  established  to  mediate, 
conciliate,  and  settle  international  quarrels  before  those  broke  out  into 
armed  conflict.  Other  Americans  had  given  largely  of  their  wealth  to 
promote  education  for  peace.  In  1910?  Edwin  Ginn,  a  publisher  of  text- 
books, established  the  World  Peace  Foundation  with  an  endowment  of 
$1  million.  The  following  year,  Andrew  Carnegie  gave  $10  million  to 
found  the  Carnegie  Endowment  for  International  Peace.  And  as  an  out- 
ward and  visible  sign  that  peace  had  its  glory  no  less  than  war,  Carnegie 
bore  the  cost  of  erecting  the  Peace  Palace  at  The  Hague,  the  Pan- 
American  Union  Building  at  Washington,  and  even  an  edifice  to  house 
the  unfortunate  Central  American  Court  of  Justice. 

The  United  States  government  showed  considerable  interest  in  pro- 
moting peaceful  settlement  of  international  disputes.  When  the  Czar 
called  a  conference  to  promote  peace  in  1899,  the  United  States  joined 
the  powers  meeting  at  The  Hague  in  1899.  In  1900,  The  Review  of  Reviews 
declared  that  the  results  of  the  conference  would  open  the  twentieth 
century  on  a  note  of  peace.  For,  three  significant  compacts  were  con- 
cluded, (1)  The  signers  pledged  themselves  to  allow  mediation  by 
friendly  neutral  powers  in  the  case  of  grave  differences  among  any  of 
them.  (2)  Disputes  on  matters  of  f act-not  of  national  honor  or  essential 
national  interests— might  be  referred  to  a  commission  of  inquiry.  (3)  Any 
disagreement  after  facts  had  been  determined  might  be  sent  up  to  a 
Permanent  Court  of  Arbitration,  a  panel  of  jurists  from  which  the  parties 
concerned  were  to  select  those  who  would  hear  their  dispute. 

In  1907,  again  at  the  Czar's  call,  a  second  peace  conference  assembled 
at  The  Hague.  Once  more,  reduction  of  armaments  was  discussed  but 
without  result:  the  continental  powers  regarded  cuts  in  land  arms  as  a 
measure  which  would  favor  Britain,  while -the  latter  saw  cuts  in  naval 
arms  as  adding  to  Germany's  strength.  On  the  problem  of  expanding  the 
area  in  which  law  applied  to  dealings  among  nations,  the  Second  Hague 
Conference  established  an  international  prize  court,  and  lay  plans  for  a 
special  naval  conference  in  1908,  when  the  nations  would  seek  to  modern- 
ize and  revise  the  code  regulating  war  at  sea.  During  the  Hague  Con- 
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ference,  the  United  States  made  a  gesture  of  conciliation  toward  Latin 
America  when  it  worked  for  the  Porter  Convention.  In  reply  to  the  Drago 
Doctrine,  propounded  by  Luis  Drago  of  Argentina,  that  national  force 
should  not  be  used  to  collect  contract  debts,  the  United  States  offered 
the  Porter  Convention  (named  for  one  of  its  delegates  General  Horace 
Porter).  Force  should  be  used  in  collecting  debts  only  after  resort  to 
arbitration  or  upon  refusal  to  abide  by  an  arbitral  award.  The  Hague 
arbitration  tribunal  was  further  developed,  but  Secretary  of  State  Elihu 
Root  won  little  support  for  his  proposal  that  the  powers  create  a  true 
court  of  international  justice. 

The  United  States  followed  participation  in  the  Hague  conferences  by 
independent  effort  to  implement  the  compacts  entered  into  in  1899  and 
1907.  In  1904,  the  State  Department  negotiated  conventions  with  Switzer- 
land, Portugal,  Germany,  France,  and  England,  These  called  for  submis- 
sion to  the  Hague  tribunal  of  all  disputes  save  those  turning  on  issues 
which  involved  "the  vital  interests,  the  independence  or  the  honor"  of  the 
parties.  To  obviate  prolonged  preliminary  argument  before  the  tribunal, 
the  parties  also  agreed  to  draw  up  special  agreements  "defining  clearly 
the  matter  in  dispute"  before  bringing  a  case  to  The  Hague.  The  Senate 
balked;  it  amended  the  conventions  by  replacing  "agreement"  with 
"treaty"  in  order  to  preserve  its  right  to  share  in  the  conduct  of  foreign 
affairs  so  far  as  determination  of  issues  to  be  arbitrated  was  concerned. 
President  Roosevelt  was  as  stubborn,  and  refused  to  declare  the  conven- 
tions ratified.  But  in  1908,  Secretary  Root  and  Knox,  his  successor,  de- 
cided to  accept  the  Senate's  half -loaf,  and  between  1908  and  1910  the 
conventions  of  1904  were  declared  in  force. 

In  1910,  American  efforts  to  further  peace  were  embodied  in  a  new 
association,  the  American  Society  for  the  Judicial  Settlement  of  Inter- 
national Disputes,  which  was  organized  at  Baltimore.  President  Taft 
became  honorary  head  of  the  group  and  declared  his  own  willingness  to 
have  the  United  States  arbitrate  even  disputes  involving  the  national 
honor.  In  June,  1910,  a  joint  resolution  of  both  Houses  of  Congress  asked 
that  a  peace  commission  be  called  to  limit  armaments  and  use  existing 
navies  as  an  international  police  force.  President  Taft  and  the  State 
Department  put  out  diplomatic  feelers,  but  European  foreign  offices 
found  the  resolution  too  vague  to  be  a  serviceable  point  of  departure. 

That  project  was  dropped,  therefore,  but  the  Taft  administration  con- 
tinued trying  to  create  institutions  to  preserve  peace  or,  at  least,  to  help 
forestall  war.  Secretary  of  State  Knox  negotiated  with  France  and  Eng- 
land and  secured  assent  to  plans  for  submitting  all  "justiciable"  disputes 
between  either  and  the  United  States  to  the  Permanent  Court  of  Arbitra- 
tion at  The  Hague,  or  to  some  other  tribunal  mutually  agreed  upon.  A 
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high  commission  of  six  members  (two  from  the  United  States)  was  to 
decide  whether  a  given  issue  was  "justiciable."  That  decision  must  be 
by  a  vote  of  at  least  5  to  1,  with  both  United  States  votes  cast  for  the 
majority.  The  treaties  met  strong  opposition:  from  Theodore  Roosevelt 
who  opposed  general  treaties  of  arbitration;  from  Senator  Lodge,  who 
found  it  intolerable  that  any  but  an  ail-American  body,  such  as  the 
Senate,  should  decide  whether  an  issue  was  properly  arbitrable;  and 
from  Senator  Bacon  of  Georgia,  who  succeeded  in  carrying  reservations 
excluding  from  matters  which  might  be  arbitrated  questions  involving 
immigration,  boundaries,  the  Monroe  Doctrine,  and  debts  defaulted  by 
Southern  states.  Taft  took  the  issue  to  the  people.  His  success  may  be 
measured  by  his  comment:  "It  is  a  little  pathetic  the  way  presidents  of 

the  United  States,  cherishing 
some  project  which  will 
benefit  mankind,  believe 
that  the  people  will  rout  the 
opposition  if  only  they  can 
be  made  to  understand." 

The  Taft-Knox  arbitration 
plans  finally  were  buried  in 
a  Senate  pigeonhole.  Their 
fate  did  not  discourage 
Bryan  when  he  became  Sec- 
retary of  State  in  the  Wilson 
administration.  While  Root 
and  Taft,  as  legal  techni- 
cians, sought  to  extend  the 
rule  of  law  to  international 
affairs,  Bryan  chose  another 
approach.  Like  individuals, 
who  stopped  "to  count  ten" 
before  striking  and  so  did  not  come  to  blows,  Bryan  was  prepared  to 
assume  that  nations  might  be  less  likely  to  fight  if  they  were  made  to  halt 
and  consider,  before  committing  themselves  to  use  force.  In  1913,  Bryan 
proposed  a  series  of  treaties  binding  the  parties  to  permit  inquiry  by 
investigating  commissions  in  case  of  dispute  between  them.  While  the 
inquiry  proceeded,  the  disputants  were  neither  to  engage  in  hostilities 
nor  to  step  up  their  readiness  for  fighting.  Bryan  submitted  his  proposals 
to  the  diplomatic  corps  at  Washington,  and  won  a  considerable  degree  of 
response.  By  June  15,  1914,  15  nations  had  signed  such  "cooling-ofF 
treaties  with  the  United  States.  The  Senate  ratified  them  in  August.  Even 
while  they  were  themselves  at  war,  France,  England,  and  Russia  joined 
China,  Sweden,  and  Spain  in  accepting  the  Bryan  treaties. 


Kirby  in  the  New  York  World 
MR.    BRYAN   TALKING   WAR  TO   DEATH 
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THE  UNITED  STATES  STRUGGLE  FOR  NEUTRALITY 

Before  1914  ended,  30  nations  had  signed  the  Bryan  treaties-and 
nearly  half  the  world  was  at  war.  On  June  28,  1914,  a  young  Bosnian 
killed  the  heir  to  the  Austrian  throne,  Archduke  Franz  Ferdinand,  and 
his  wife,  and  Sarajevo  in  Bosnia  took  its  place  on  the  roll  of  obscure 
towns  where  great  events  began.  Europe  seemed  adjusted  to  life  on  the 
volcano's  brink:  it  had  weathered  so  many  "crises"  since  the  turn  of  the 
century.  The  Great  Powers  had  even  been  able  to  contain  the  Balkan 
Wars  of  1912-13.  What  came  at  Sarajevo  could  not  be  contained.  Between 
July  23  and  August  5,  Austria  declared  war  on  Serbia  (Yugoslavia);  and 
Germany  came  to  the  aid  of  her  Austrian  ally  and  declared  war  on  France 
and  on  Russia;  Germany  and  Austria  blaming  the  latter  for  the  rash 
recalcitrance  of  Russia's  ally,  Serbia,  when  confronted  with  an  Austrian 
ultimatum.  To  reach  France  speedily,  Germany  invaded  Belgium,  whose 
neutrality  Prussia  had  agreed  to  respect  in  the  treaty  of  1839.  Britain,  on 
August  4-bound  by  the  same  treaty  to  protect  Belgium,  her  alliance  with 
France,  and  by  a  decade  and  a  half  of  opposition  to  Germany— declared 
war.  Japan  joined  the  war  on  August  23,  making  England  uneasy  even 
while  Japanese  naval  action  against  German  ships  in  the  Pacific  made 
Australia  more  secure.  In  February,  1917,  Britain  promised  support  at 
future  peace  conferences  for  Japan's  claim  to  German  rights  in  Shantung 
and  to  German  Pacific  islands  north  of  the  equator.  In  1915  and  1916, 
meanwhile,  the  Allies  had  concluded  other  secret  arrangements  among 
themselves  and  with  Italy,  which  provided  for  dismembering  Turkey 
and  Austria-Hungary  both  to  their  own  profit  and  as  the  price  of  Italy's 
repudiation  of  her  understanding  with  the  Triple  Alliance  of  Germany, 
Austria,  and  Turkey. 

Although  these  treaties  did  not  exist  in  1914,  American  opinion  had 
not  yet  been  won  to  consider  the  Allies'  purpose  entirely  just.  Many  said 
"a  plague  on  both  their  houses"  and  rejoiced  in  the  oceans  which  sepa- 
rated the  Two  Spheres.  In  mid-August,  1914,  when  The  Literary  Digest 
asked  367  editors  their  attitude  on  the  conflict,  242  were  neutral,  105  pro- 
Allied,  and  20  pro-German.  Even  Theodore  Roosevelt,  later  to  become  so 
belligerent,  thought  the  violation  of  Belgian  neutrality  no  cause  for 
American  concern.  After  a  survey  on  the  scene,  former  Senator  Beveridge 
found  both  sides  at  fault,  and  said  so  forthrightly  enough  to  win  himself 
the  label  of  "pro-German"  a  year  later.  President  Wilson,  for  his  part, 
proclaimed  the  United  States  neutral  on  August  4,  1914,  and  urged  his 
countrymen  to  be  impartial  in  thought  and  action.  His  hope  was  for 
a  negotiated  peace  with  a  neutral  United  States  serving  as  mediator. 
Early  in  1914,  before  war  had  begun,  Wilson  sent  E.  ML  House,  his  con- 
fidential adviser,  on  a  personal  mission  to  Europe.  House  was  instructed 
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to  urge  England,  France,  and  Germany  to  join  the  United  States  in  an 
agreement  not  to  make  war  themselves,  nor  to  permit  others  to  make  war; 
but  his  mission  was  a  failure. 

Despite  proclamations  of  neutrality,  the  belligerents  began  a  sharp 
struggle  to  turn  American  public  opinion  to  their  advantage.  In  that 
effort,  the  Allies  had  the  initial  advantage:  France,  traditionally,  was  the 
friend  of  the  United  States;  friendship  for  England  had  been  increasing 
since  1898.  Germany,  on  the  other  hand,  suffered  initial  disadvantages. 
German  businessmen,  like  their  American  counterparts,  were  aggressive 
newcomers  to  the  fight  for  international  markets.  Germany  had  come  to 
typify  militarism  as  a  government  policy;  and  her  ruler  was  depicted  in 
the  guise  of  Bombastes  Furioso— formidable,  even  dangerous,  yet  essen- 
tially, disagreeably  comic.  But  there  were  other  currents  to  affect  the 
movement  of  public  opinion.  Thus,  convinced  democrats  found  it  difficult 
to  admit  the  Allies'  pretension  to  represent  opposition  to  absolutism  when 
Czarist  Russia  bulked  so  large  among  them.  Articulate  Irish  groups 
showed  their  hostility  to  Britain  by  friendship  for  the  cause  of  Germany. 
In  1907,  the  Ancient  Order  of  Hibernians  had  even  joined  hands  with  the 
National  German-American  Alliance  to  oppose  Prohibition,  restriction  on 
immigration,  and  "entangling  alliances."  By  1914,  the  German-American 
Alliance  claimed  two  million  members,  all  of  them  pledged  to  promote 
friendly  relations  with  Germany,  though  the  Alliance  had  only  meager 
ties  with  Germany  in  1914.  On  the  other  side,  albeit  far  less  influential 
than  pro-French  and  pro-English  opinion,  was  the  anti-Austrian  senti- 
ment of  the  Slavic  immigrants— Czechs,  Slovaks,  Serbs,  Croats— who  had 
been  entering  the  United  States  in  sizable  numbers  since  1900,  Nor  should 
one  neglect  the  strong  isolationist  feeling  among  many  of  the  foreign- 
born.  It  is  not  possible  to  measure,  or  even  to  trace  specifically,  the  effect 
of  the  fact  that  many  immigrants  had  little  affection  for  their  homelands: 
they  had  left  because  America  offered  more  than  meager  life;  inarticu- 
lately, they  were  hostile  to  involving  the  United  States  in  the  game  of 
power  politics  for  which  they  paid  in  taxes  and  conscription  in  Europe. 

In  the  fight  to  win  public  opinion,  the  Allies  had  natural  advantages, 
Their  sympathizers  were  among  the  influential— leaders  in  the  financial, 
political,  and  intellectual  worlds.  To  be  sure,  many  Americans  had  studied 
in  Germany  and  looked  back  on  student  days  with  sentimental  apprecia- 
tion, but  more  turned  to  England  for  their  manners  and  to  France  for 
delight  in  art.  Control  of  the  mails  through  naval  predominance  and 
control  of  the  cables  from  Europe  as  well  gave  England  an  opportunity 
to  slant  the  news  from  Europe;  although  the  Germans  did  use  radio  com- 
munication to  carry  their  version  of  military  events  to  American  news- 
papers. In  addition,  the  Allies  were  well  served  by  their  own  propaganda 
organizations  (England's  was  headed  by  popular  novelist  Sir  Gilbert 
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Parker)  and  even  better  by  their  enemies*  ineptitude.  The  Germans  sub- 
sidized newspapers— buying  the  New  York  Mail  for  example— and  allowed 
themselves  to  be  found  out.  German  military  attache  Franz  von  Papen 
left  a  briefcase  containing  compromising  papers  behind  him  in  a  taxicab. 
Austrian  Ambassador  Constantin  Dumba  confided  to  the  care  of  an 
American  newspaperman  papers  equally  compromising.  After  the  British 
seized  them  from  the  correspondent's  luggage,  they  turned  over  to  the 
United  States  the  Austrian  ambassador's  dispatches  urging  his  govern- 
ment to  subsidize  foreign-language  newspapers  and  labor  organizations 
for  Austro-Hungarian  nationals  working  in  American  munitions  plants. 
Efforts  at  furthering  direct  sabotage  were  also  charged  to  diplomats  of 
the  Central  Powers.  As  a  result,  in  1915,  President  Wilson  asked  the  recall 
of  Dumba  and  von  Papen. 

By  1916,  American  opinion  was  swinging  to  the  Allied  side.  As  signifi- 
cant was  the  fact  that,  increasingly,  American  economic  interest  was  tied 
to  Allied  victory.  When  World  War  I  broke  out  in  August,  1914,  markets 
were  temporarily  disrupted.  European  demand  for  American  goods 
slacked,  Cotton  was  particularly  affected  by  the  shrinking  of  European 
markets,  which  added  another  to  the  woes  of  planters  already  afflicted  by 
the  boll  weevil,  flood,  and  drought.  Securities  prices  tumbled  as  French 
and  English  investments  were  liquidated.  The  New  York  Stock  Exchange 
closed  on  July  31,  1914,  not  to  reopen  completely  until  April  1,  1915. 
Until  June,  1915,  the  mild  depression  of  1914  was  intensified  by  the 
impact  of  war:  some  prices  fell;  considerable  unemployment  was  evident 
Business  recovered  from  the  shock  then,  as  the  European  market  de- 
manded more  goods  than  ever— food,  fiber,  and  other  civilian  products 
as  well  as  munitions.  The  value  of  exports  to  Europe  rose  from  $1.479 
billion  in  1913  to  $1.486  billion  in  1914  and  $2.99  billion  in  1916.  The 
table  below  shows  how  the  war  situation  affected  the  general  export 
picture: 

TABLE  6 

Exports,  1913-16 


Total  Domestic  Exports           Excess  Commodity  Exports 
( $  billion )  ($  billion) 

1913  2.348  0.691 

1914  2.329  0.540 

1915  2.716  1-094 

1916  4.27  2.599 

While  the  European  demand  expanded,  European  competition  dwin- 
dled in  South  America  and  Asia,  further  enlarging  outlets  for  American 
goods.  Exports  to  South  America  were  valued  at  $146  million  in  1913; 
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by  1916,  after  an  initial  drop,  the  figure  was  $180  million.  Exports  to  Asia 
more  than  doubled  in  the  period  1914-16,  rising  from  $115  to  $278  mil- 
lion. Because  of  Britain's  control  of  the  sea,  moreover,  markets  in  Europe 
continued  to  be  in  Allied  countries  rather  than  in  the  area  controlled  by 
Germany  or  in  the  neutral  nations.  The  Allies,  too,  dominated  the  sources 
of  such  commodities  as  tin  and  rubber,  and  the  latter  was  becoming 
increasingly  important  with  the  growth  of  the  American  automobile 
industry. 

Obviously,  United  States  trade  in  munitions  would  serve  the  Allies 
rather  than  blockaded  Germany.  To  preserve  neutrality  in  fact,  and  to  aid 
Germany,  the  German-American  Alliance  urged  the  State  Department 
to  check  munitions  shipments  in  1914.  On  January  8,  1915,  Senator 
William  J.  Stone  of  Missouri,  chairman  of  the  Foreign  Relations  Commit- 
tee, declared,  in  a  letter  to  the  Secretary  of  State,  that  the  munitions 
trade  evidenced  unneutral  conduct.  In  June,  Austrian  Ambassador  Dumba 
protested  the  traffic,  Secretary  Lansing  directed  his  reply  to  domestic 
opposition,  asserting  that  a  ban  on  munitions  shipments  would  promote 
militarism  by  forcing  all  nations  to  maintain  themselves  in  constant  readi- 
ness for  war,  and  would  favor  well-prepared  aggressors  as  against  the 
peace-loving  nations  they  attacked.  When  Representative  Bartholdt's  bill 
to  embargo  munitions  shipments  came  up  for  action  in  the  House  in 
August,  1915,  awareness  of  its  possible  effect  on  United  States  business 
was  sufficient  to  secure  its  defeat:  between  1914  and  1916,  the  munitions 
trade  rose  from  $40  million  to  $1.29  billion.  The  State  Department  de- 
clared that  trading  in  munitions  was  an  activity  lawful  for  neutrals:  they 
were  not  legally  obliged  to  take  account  of  the  fact  that  only  one  belliger- 
ent group  could  benefit  from  neutral  readiness  to  trade  with  both  sides. 

Financial  events  soon  wove  similar  ties  between  American  interests 
and  Allied  victory.  When,  on  August  15,  1914,  bankers  inquired  whether 
the  State  Department  objected  to  their  floating  loans  for  belligerents, 
Secretary  Bryan  replied  that  such  loans  constituted  a  violation  of  true 
neutrality.  In  October,  however,  while  floating  loans  was  still  considered 
non-neutral,  granting  credits  to  belligerents  met  with  State  Department 
approval.  On  August  26,  1915,  with  Bryan  no  longer  Secretary  of  State 
and  relations  with  Germany  tense  as  a  result  of  the  Lusitania  sinking,2 
President  Wilson  gave  oral  assurance  that  the  administration  would  make 
no  objection  to  flotation  of  a  large  loan  for  Britain.  Other  bankers  raised 
loans  for  Germany  and  her  partners  among  the  Central  Powers,  but  that 
$27  million  bulked  small  against  the  $500  million  Britain  was  able  to 
borrow  in  the  United  States.  At  the  end  of  1916,  France  and  England 
floated  another  loan  of  $750  million.  In  addition  to  bonds  distributed 

2  See  below,  p.  180. 
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among  investors,  the  Allies  borrowed  large  sums  directly  from  American 
banks.  Masking  as  bankers7  acceptances  to  finance  foreign  trade,  these 
transactions  actually  represented  short-term  loans  to  governments.  Al- 
though the  Federal  Reserve  Board  was  dubious  about  admitting  such 
paper  to  rediscount,  it  finally  yielded.  For  member  banks  were  ready  to 
have  the  Board  "permit  the  construction  that  if  a  draft  should  be  drawn 
by  any  bank  or  government  without  any  connection  or  reference  what- 
ever to  an  import  or  export  transaction,  that  the  draft  should  be  con- 
sidered as  based  upon  import  or  export  transaction  . . ." 

By  November  28,  1916,  American  banks  had  become  so  thoroughly 
involved  in  short-term  credit  dealings  with  the  British  government  that 
President  Wilson  himself  intervened.  For  the  New  York  fiscal  agent  of 
the  British  government  was  offering  British  Treasury  bills  to  its  corre- 
spondents. Wilson  explained  that  relations  with  Britain  were  sufficiently 
uneasy  to  require  that  relationships  be  kept  as  free  from  financial  trans- 
actions as  practicable.  As  a  result,  the  Federal  Reserve  Board  issued  the 
following  statement,  which  President  Wilson  approved,  though  he  did 
not  think  it  emphatic  enough: 

[Since  the  final  transfer  of  bank  reserves  to  the  Federal  Reserve  System  was  to 
become  effective  by  November,  1917],  The  Board  believes  that  at  this  time 
banks  should  proceed  with  much  caution  in  locking  up  their  funds  in  long-term 
obligations,  or  in  investments,  which  are  short-term  in  form  or  name  but  which 
either  by  contract  or  through  force  of  circumstances,  may  in  the  aggregate  have 
to  be  renewed  until  normal  conditions  return.  The  Board  does  not  undertake  to 
forecast  probabilities  or  to  specify  circumstances  which  may  become  important 
factors  in  determining  future  conditions If  however,  our  banking  institu- 
tions have  to  intervene  because  foreign  securities  are  offered  faster  than  they 
can  be  absorbed  by  investors  ...  an  element  would  be  introduced  into  the 
situation  which,  if  not  kept  under  control,  would  tend  toward  instability,  and 
ultimate  injury  to  the  economic  development  of  this  country.  [The  issues 
planned]  would  appear  so  attractive  that  unless  a  broader  and  national  point 
of  view  be  adopted,  individual  banks  might  easily  be  tempted  to  invest  to  such 
an  extent  that  the  banking  resources  of  this  country  employed  in  this  manner 
might  run  into  many  hundreds  of  millions  of  dollars.  [Short-term  loans  might 
be  in  form  yet]  the  object  of  the  borrower  must  be  to  attempt  to  renew  them 
collectively,  with  the  result  that  the  aggregate  amount  placed  here  will  remain 
until  such  time  as  it  may  be  advantageously  converted  into  a  long-term  obliga- 
tion. It  would,  therefore,  seem,  as  a  consequence,  that  liquid  funds  of  our  banks, 
which  should  be  available  for  short-term  credit  facilities  to  our  merchants, 
manufacturers,  and  farmers,  would  be  exposed  to  the  danger  of  being  absorbed 
for  other  purposes  to  a  disproportionate  degree,  especially  in  view  of  the  fact 
that  many  of  our  banks  and  trust  companies  are  already  carrying  substantial 
amounts  of  foreign  obligations  and  of  acceptances  which  they  are  under  agree- 
ment to  renew.  The  Board  deems  it  therefore,  its  duty  to  caution  member  banks 
that  it  does  not  regard  it  in  the  interest  of  the  country  at  this  time  that  they 
invest  in  foreign  Treasury  bills  of  this  character* 
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As  a  result  of  the  Reserve  Board  statement,  the  contemplated  issue  of 
British  Treasury  bills  was  withdrawn.  The  British  Ambassador  regarded 
the  Reserve  Board's  position  as  indication  that  the  Wilson  administration 
had  committed  itself  to  Germany.  Yet  in  spite  of  the  check  which  the 
Reserve  Board  warning  may  have  given,  the  total  of  Allied  loans  in  the 
United  States  increased  from  $1.5  to  $2.7  billion  between  November, 
1916,  and  April,  1917;  the  roaring  boom  in  the  United  States  was  linked 
close  to  Allied  victory. 

It  is  against  this  background  of  sentiment  and  economic  interest  that 
one  must  view  American  diplomacy  in  the  years  1914-16.  Three  threads 
of  policy  must  be  followed.  First,  the  attempt  to  protect  the  rights  of  the 
United  States  as  a  neutral  power.  Second,  Wilson's  effort  to  mediate  the 
conflict.  Finally,  the  drive  for  American  preparedness  against  the  event 
of  being  drawn  into  the  conflict. 

1.  American  freedom  to  trade  when,  where,  and  with  whom  it  chose 
was  challenged  both  by  the  British  blockade  and  by  German  submarine 
warfare  in  retaliation.  International  law  defined  blockade  and  contra- 
band; it  declared  the  doctrine  of  "continuous  voyage"  obsolete;  it  imposed 
certain  obligations  upon  commerce  destroyers,  notably  provision  for 
protecting  the  lives  of  persons  aboard  merchantmen  attacked. 

During  World  War  I,  all  the  definitions  were  cast  aside  and  "inter- 
national law"  became  more  of  a  misnomer  than  usual.  In  1909,  the  prin- 
cipal naval  powers  drafted  the  Declaration  of  London;  this  set  forth  the 
most  modern  code  of  the  "laws  of  war"  as  applied  to  naval  action.  A 
blockade,  to  be  legal,  must  be  established  through  a  formal  order.  It  must 
be  effective.  It  must  be  applied  impartially.  It  could  not  justify  capture 
of  ships  bound  to  nonblockaded  ports;  it  could  not  extend  to  neutral 
ports  nor  beyond  the  ports  of  the  enemy.  Contraband,  to  be  subject  to 
seizure,  must  be  necessary  for  maintaining  armed  forces.  Articles  which 
might  be  used  by  civilians  or  military  personnel,  but  which  were  proved 
bound  for  use  of  an  enemy  government  or  its  forces,  could  be  taken  as 
"conditional  contraband."  But  materials  needed  to  maintain  the  life  and 
civilian  industry  of  a  country  were  to  be  free  from  seizure. 

Britain  had  participated  in  the  negotiations  which  produced  the  Dec- 
laration of  London,  but  it  had  not  formally  ratified  the  instrument.  The 
House  of  Lords  had  refused  to  enact  laws  to  implement  it.  Consequently, 
when  the  Wilson  administration  inquired  whether  the  belligerents  in- 
tended to  abide  by  the  Declaration  of  1909,  the  Central  Powers  replied 
affirmatively;  Britain  for  its  part— and  her  lead  was  followed  by  France 
and  Russia— hedged  its  readiness  with  reservations.  Hence,  the  United 
States  declared  that  it  would  stand  by  "the  existing  rules  of  international 
law." 

Instead  of  blockading  German  ports  directly,  the  British  patrolled  the 
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English  Channel  and  the  North  Sea  to  shut  off  all  vessels  eastward  bound, 
whether  their  destination  were  neutrals  like  the  Netherlands  and  Den- 
mark, or  Germany  itself.  Later,  in  May,  1916,  and  January,  1917,  all 
commerce  with  northern  Europe  was  barred  by  Orders  in  Council.  Fur- 
ther attack  on  trade  among  neutrals  took  the  shape  of  revival  of  the 
doctrine  of  "continuous  voyage";  this  held  that  ultimate  destination  rather 
than  point  of  landing  determined  whether  cargoes  were  to  be  held  in 
neutral  trade  or  confiscated  as  enemy-bound.  In  addition,  the  British 
attempted  to  hold  the  total  volume  of  American  trade  with  neutral  North 
Europe  to  a  figure  approaching  that  of  prewar  years.  Firms  suspected  of 
dealing  with  the  enemy  were  put  on  a  "black  list"  and  American  ship- 
ments to  them  confiscated.  Cargoes  passed  freely  only  to  firms  which 
agreed  not  to  reship  to  Germany.  Thus,  an  approach  to  the  licensing  of 
neutral  trade  was  carried  on,  to  the  benefit  of  British  business  as  well 
as  its  war  effort.  Furthermore,  Britain  altered  the  definition  of  contra- 
band to  include  nearly  all  articles  of  German  import.  Food  itself  was 
made  contraband  in  January,  1915.  Cotton  was  added  to  the  list  in 
August.  Before  April,  1917,  iron,  copper,  lead,  glycerine,  sulphur,  and 
rubber  joined  it.  Again,  to  check  upon  goods  leaking  through  the  blockade 
into  Germany,  American  vessels  were  forced  into  British  ports  for  inspec- 
tion (instead  of  being  searched  at  sea),  and  their  mails  were  subjected 
to  rigid  censorship. 

American  commerce  was  harried,  American  industries  denied  certain 
necessaiy  goods— drugs,  dyes,  sugar  beet  seeds,  even  German  machine 
parts  which  British  firms  were  allowed  to  import  freely— and  American 
business  transactions  were  spied  upon  under  the  guise  of  wartime  censor- 
ship of  the  mails.  Britain's  unilateral  revision  of  international  law  hin- 
dered many  American  enterprises,  and  even  irritated  American  political 
leaders:  but  it  took  no  American  lives.  Britain  offered  future  compensa- 
tion, moreover,  or  at  least  implied  such  an  offer.  More  important,  Ameri- 
can diplomats  dealing  with  Britain  were  convinced  that  the  true  interests 
of  the  United  States  were  identical  with  Britain's  in  this  crisis.  Hence, 
they  showed  more  sympathy  with  British  problems  than  meticulously 
careful  concern  for  the  immediate  grievances  of  their  own  countrymen. 
In  a  memorandum  on  Professor  Hugo  Miinsterberg's  letter  to  President 
Wilson  of  November,  1914,  Lansing  observed  that  die  only  right  neutrals 
could  exercise  on  the  redefinition  of  contraband  was  the  "right  of  pro- 
test/' In  July,  1915,  he  observed  that  even  at  the  cost  of  United  States 
entry  into  the  conflict,  "Germany  must  not  be  permitted  to  win  this  war, 

or  to  break  even "  He  was  impatient  with  Senator  Stone  for  assuming 

that  the  State  Department  was  not  pressing  Britain  strongly  enough:  life 
or  property,  said  Stone,  a  right  was  a  right.  But  Lansing,  in  a  memoran- 
dum to  the  President,  asked,  "ought  not  a  neutral  government  to  seek 
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to  give  just  proportion  to  its  commercial  interests  in  comparison  with  the 
great  enterprise  of  war?"  After  the  fact,  Lansing  reported  that  his  entire 
dealing  with  Britain  had  been  an  attempt  to  prolong  discussion  until 
events  made  discussion  unnecessary.  Walter  Mines  Page,  the  editor  and 
minor  essayist  whom  Wilson  selected  as  ambassador  to  Great  Britain, 
delivered  his  government's  protests,  and  then  assured  the  British  Foreign 
Office  that  it  need  not  regard  the  matter  too  seriously.  Even  Colonel 
House  grew  increasingly  pro-British  during  1916. 

The  Germans  had  no  friends  to  wink  at  their  violations  of  American 
neutral  rights.  Furthermore,  the  submarine  attack  with  which  the  Ger- 
mans countered  the  British  blockade  used  a  new  weapon  that,  by  its 
nature,  struck  at  the  notion  of  war  as  a  game,  formidably  high  in  the 
stakes,  to  be  sure,  but  played  according  to  rule.  Submarines  were  vulner- 
able on  the  surface.  Hence  they  could  not  risk  warning  of  attack.  Nor 
could  they  act  to  save  the  lives  of  passengers  or  crew  on  the  merchant- 
men they  sank.  Commerce-destroying  by  use  of  submarines  had  the 
efficiency  of  the  old  privateer  but  none  of  its  dubious  glamor,  Germany 
announced  her  intention  to  attack  with  submarines  on  February  6,  1915. 
Four  days  later,  Wilson  informed  the  German  Foreign  Office  that  the 
United  States  expected  its  neutral  rights  to  be  regarded.  Actual  sub- 
marine warfare  began  on  February  18.  An  American  citizen  was  killed 
in  the  sinking  of  the  British  ship  Falaba  on  March  28,  On  May  1,  the 
American  tanker  Gulflight  was  torpedoed.  Six  days  later,  a  submarine 
sank  the  Cunard  liner  Lusitania  off  the  Irish  coast.  Many  Americans  had 
been  aboard  the  vessel  when  it  sailed  from  New  York;  128  Americans 
were  drowned.  In  his  protest,  Wilson  attacked  the  submarine  as  neces- 
sarily "subversive  of  the  principles  of  warfare . . ."  and  informed  the 
German  government  it  would  be  held  "to  a  strict  accountability"  for  any 
infringement  of  American  neutral  rights,  whether  "intentional  or  inci- 
dental" The  German  reply  declared  that  a  warning  had  been  published 
declaring  the  Lusitania  carried  munitions  and  that  passengers  travelled 
in  full  awareness  of  risk. 

President  Wilson  dispatched  a  second  note  so  strongly  worded  that 
Bryan  considered  it  a  step  toward  war  and  resigned  rather  than  put  his 
name  to  it.  Soon  after  the  sinking,  Bryan  had  urged  that  the  government 
warn  Americans  off  contraband-carrying  ships.  In  a  protest  against  the 
second  Lusitania  note,  Bryan  observed  that  Germany  had  just  cause  of 
complaint,  for  the  United  States  protested  neither  Britain's  use  of  the 
American  flag  for  deception  nor  its  failure  to  convoy  passenger  ships 
"as  carefully  as  she  does  ships  carrying  horses  or  gasoline."  Instead  of 
minatory  notes,  Bryan  would  have  called  for  an  international  commission 
of  inquiry  to  discover  the  facts.  After  Bryan's  resignation  on  June  7,  1915, 
he  was  succeeded  by  Robert  L.  Lansing.  Thoroughly  experienced  in  the 
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legal  aspect  of  international  affairs,  Lansing  was  a  conservative,  an 
admirer  of  Root,  and  staunchly  pro-British.  The  third  Lmitania  note 
wore  the  aspect  of  an  ultimatum.  On  July  21,  Lansing  informed  the 
German  government  that  its  offer  of  safe  conduct  for  a  limited  number 
of  ships  was  not  satisfactory;  the  United  States  expected  reparation  for 
the  loss  of  American  life  and  disavowal  of  the  sinking. 

Nevertheless,  the  steamer  Arabic  was  sunk  with  the  loss  of  two  Ameri- 
can lives  on  August  17.  But  on  September  1,  German  Ambassador  von 
Bernstorff  informed  Lansing  that  his  government  had  decided  to  abandon 
unrestricted  submarine  warfare,  at  least  in  so  far  as  passenger  ships 
were  concerned:  "Liners  will  not  be  sunk  by  our  submarines  without 
warning  and  without  safety  of  the  lives  of  non-combatants,  provided 
that  the  liners  do  not  try  to  escape  or  offer  resistance." 

Among  Southern  and  Western  Congressmen  whose  constituents  had 
had  cargoes  seized  or  delayed  in  consequence  of  the  British  blockade, 
certain  German  contentions  seemed  well  taken.  Particularly,  they  failed 
to  see  why  a  British  armed  merchantman  should  claim  the  immunity  of 
a  wholly  peaceful  vessel.  Indeed,  resolutions  by  Senator  Gore  and  Repre- 
sentative McLemore  urged  that  Americans  be  warned  against  travelling 
aboard  armed  merchantmen.  Though  the  McLemore  Resolution  was 
conceded  a  good  chance  of  passing  when  it  was  offered  in  February, 
1916,  Wilson  brought  sharp  pressure  against  it:  "To  forbid  our  people 
to  exercise  their  rights  for  fear  we  might  be  called  upon  to  vindicate 

them  would  be  a  deep  humiliation  indeed Once  accept  a  single 

abatement  of  right  and  many  other  humiliations  will  follow,  and  the 
whole  fine  fabric  of  international  law  might  crumble  under  our  hands 
piece  by  piece."  In  fact,  passage  of  the  McLemore  Resolution  would 
have  struck  down  a  basic  premise  of  our  argument  with  Germany:  that 
attack  without  warning  upon  any  vessel  but  a  ship  of  war  violated  inter- 
national law.  The  Senate  tabled  the  McLemore  Resolution  after  Senator 
Stone  of  the  Foreign  Relations  Committee  had  been  brought  into  line; 
Senator  Gore's  proposal  never  came  to  a  vote.  Wilson  was  thus  left  free 
to  carry  on  his  fight  for  the  neutral  rights  of  the  United  States.  That 
such  resolutions  could  win  support  after  the  shock  of  the  submarine 
campaign  of  1915  showed  how  much  American  opinion  was  in  need  of 
the  "preparing"  Lansing  had  thought  requisite  in  July. 

Between  September  1,  1915,  and  March  24,  1916,  there  was  a  lull  in 
submarine  warfare.  Then,  the  unarmed  steamer  Sussex  was  sunk,  again 
without  warning,  and  again  with  American  lives  lost.  The  Wilson  admin- 
istration took  immediate  and  vigorous  action.  On  April  19,  Wilson  called 
both  houses  of  Congress  into  joint  session.  To  this  meeting,  he  read  the 
text  of  his  ultimatum  to  Germany.  Submarine  warfare  violated  not  merely 
the  rights  of  neutrals  but  the  principles  of  humanity  and  "the  sacred 
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immunities  of  non-combatants."  Unless  it  ceased,  the  United  States  would 
be  forced  to  end  diplomatic  relations  with  Germany.  Accordingly,  the 
American  ambassadors  at  London  and  Berlin  were  directed  to  take  ap- 
propriate action:  Page  to  ask  Britain  what  nation  she  wished  to  handle 
her  interests  at  Berlin;  Gerard  to  appoint  Spain  as  American  spokesman 
there.  On  May  4,  1916,  the  German  government,  replying  to  Wilson, 
made  the  famous  Sussex  pledge: 

In  accordance  with  the  general  principles  of  visit  and  search  and  destruction 
of  merchant  vessels  recognized  by  international  law,  such  vessels  both  within 
and  without  the  area  declared  as  naval  war  zone,  shall  not  be  sunk  without 
warning  and  without  saving  human  lives,  unless  these  ships  attempt  to  escape 
or  offer  resistance. 

It  left  a  loophole,  however,  for  it  qualified  the  pledge,  requiring  the 
United  States  to  intervene  with  Britain  for  modification  of  the  blockade 
against  Germany.  Failure  to  secure  concessions  from  Britain  would  re- 
store German  freedom  of  action.  The  State  Department  rejected  the 
obligation  put  upon  it;  Germany  made  no  reply  to  that.  Thus,  each  side 
claimed  diplomatic  advantage,  but  psychological  victory  lay  with  the 
United  States:  the  American  public  heard  only  the  express  German  pledge 
not  to  attack  unarmed  vessels  without  warning. 

2.  While  foreign  offices  exchanged  notes,  President  Wilson  tried  to 
make  the  United  States  mediator  of  the  European  conflict.  Dominant  in 
his  concept  of  America's  role  in  World  War  I  was  the  vision  of  the  United 
States  as  a  disinterested  power,  able,  by  its  separation  from  European 
material  stakes  in  the  fighting,  to  further  a  peace  of  justice  rather  than  a 
mere  halt  to  war.  As  early  as  July,  1914,  before  England  joined  battle, 
Wilson  offered  mediation.  The  offer  was  ignored.  In  May,  1915,  there 
seemed  some  likelihood  of  mitigating  the  impact  of  the  war  upon  civilians: 
Britain  agreed  to  allow  food  to  pass  its  blockade  if  Germany  would  end 
submarine  attacks  upon  merchantmen.  Germany  bargained  for  free  pas- 
sage of  raw  materials  as  well,  and  the  plan  failed. 

In  the  spring  of  1915,  Wilson  made  another  attempt  at  mediation,  again 
through  Colonel  House  whom  he  sent  to  Europe.  In  February,  1916,  the 
results  of  House's  conversations  with  British  statesmen  were  embodied 
in  a  memorandum,  dated  February  22,  1916,  from  Lord  Grey  to  Wilson. 
As  his  lordship  understood  House,  Wilson  was  ready  to  propose  a  peace 
conference  when  France  and  England  pronounced  the  moment  "oppor- 
tune." If  Germany  refused  to  attend  or,  if  attending,  it  failed  to  agree  to 
peace  terms  "not  unfavorable"  to  the  Allies,  the  United  States  would 
probably  become  a  pro-Allied  belligerent.  The  terms  proposed  included 
German  evacuation  of  France,  restoration  of  Belgium,  cession  of  Alsace- 
Lorraine,  a  warm-water  port  for  Russia,  and  territory  outside  Europe  to 
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recompense  Germany.  On  March  4,  1916,  Wilson  indicated  agreement, 
although  he  qualified  American  willingness  to  enter  the  war  with  "prob- 
ably." Neither  the  military  nor  the  diplomatic  situation  (as  between 
England  and  its  Allies)  became  favorable  enough  for  Grey  to  inform  the 
French  of  the  plan  officially.  Once  again,  the  American  offer  of  mediation 
was  ignored.  For  Germany  saw  itself  victorious,  and  Allied  governments 
found  it  politically  unwise  to  accept  mediation  at  an  unfavorable  turn  of 
military  fortune. 

3.  Until  the  end  of  1916,  with  the  German  submarine  campaign  ap- 
parently moderated,  the  Wilson  administration  was  occupied  with  the 
Presidential  election  rather  than  with  efforts  to  end  the  war  in  Europe. 
Since  1914,  strong  sentiment  and  intensive  propaganda  had  been  directed 
to  urging  United  States  preparedness  against  the  contingency  of  entry 
into  war.  As  early  as  December,  1914,  the  National  Security  League,  an 
organization  of  New  York  businessmen,  began  scanning  American  de- 
fenses and  rousing  public  opinion  to  concern  for  the  nation's  military 
strength.  Groups  like  the  Navy  League  increased  their  agitation  for  more 
military  spending.  General  Leonard  Wood,  Secretary  of  War  Garrison, 
Senator  Lodge,  Theodore  Roosevelt— all  spoke  for  intensive  military 
preparation.  Great  parades  marched  for  the  cause  in  eastern  cities.  In 
Chicago,  heart  of  the  somewhat  indifferent  mid- West,  Admiral  Peary 
warned  of  bombings  from  the  air.  Besides  pro-Allied  sentiment  and  na- 
tionalist foreboding,  considerable  antilabor  animus  was  evident  in  the 
movement:  strikes  were  frequent  in  the  years  1914-16,  the  IWW  was 
active,  the  Commission  on  Industrial  Relations  was  conducting  its  stormy 
inquiry.  Union  attempts  to  secure  better  working  conditions  and  higher 
wages  in  a  period  of  rising  prices  could  be  labelled  "unpatriotic"  if  the 
United  States  embarked  on  a  far-reaching  preparedness  program;  em- 
ployers would  have  public  support  for  acting  to  secure  complete  domi- 
nance in  the  employment  relationship. 

Wilson  was  uneasy  before  the  preparedness  demand.  United  States 
entry  into  the  war,  he  observed  later,  would  mean  triumph  for  enemies 
of  the  New  Freedom,  loss  of  life,  and  of  civil  liberty  as  well.  Congress 
itself  responded  slowly.  Yet,  during  1916,  it  enacted  the  following  meas- 
ures, which  Wilson  signed.  First,  the  Army  Appropriations  Act  of  June, 
1916.  This  provided  for  the  expansion  of  army  personnel  and  equipment. 
The  regular  army  was  increased  to  208,000  men  and  11,000  officers;  the 
national  guard  to  440,000  men  and  17,000  officers.  Later,  a  naval  act  au- 
thorized a  billion  dollars  to  be  spent  over  a  three-year  period  in  expanding 
the  United  States  navy.  Since  1913,  the  naval  building  program  had  been 
proceeding  at  the  rate  of  two  battleships  a  year.  Under  Josephus  Daniels, 
the  North  Carolina  editor  who  became  Wilson's  Secretary  of  the  Navy, 
numerous  improvements  in  department  organization  and  practice  had 
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been  initiated.  In  1915,  Daniels  had  even  urged  Thomas  A.  Edison  to 
become  special  consultant  to  the  navy,  and  at  his  advice  co-operation  of 
the  nation's  engineering  societies  was  enlisted  and  an  inventory  of  manu- 
facturing plants  and  their  war  potentialities  was  undertaken.  In  August, 
1916,  Congress  passed  the  National  Defense  Act.  This  created  a  National 
Advisory  Commission  and  a  Council  of  National  Defense,  The  latter  was 
to  place  orders  for  war  material,  commandeer  plants  if  necessary,  and  act 
as  a  co-ordinating  body  in  the  preparedness  effort.  Finally,  on  September 
7, 1916,  the  United  States  Shipping  Board  was  set  up.  Since  1914,  Wilson 
had  been  urging  measures  to  expand  United  States  shipping.  The  new 
law  authorized  the  board  to  buy,  lease,  or  build  ships  suitable  for  ocean 
shipping  and  appropriated  $50  million  for  the  purpose.  In  addition,  the 
Shipping  Board  was  given  powers  similar  to  those  of  the  Interstate  Com- 
merce Commission:  to  enforce  reasonable  maximum  freight  rates  in  ocean 
shipping  and  to  correct  unjust  discrimination  in  rates.  Thus,  by  the  time 
the  campaign  of  1916  entered  its  final  weeks,  a  full-scale  preparedness 
program  was  on  the  statute  books  and  important  ground  had  been  cut 
from  beneath  the  Republican  opposition. 

THE  ELECTION  OF  1916 

The  Presidential  conventions  of  1916  assembled  amidst  confusion  and 
triumph.  The  achievements  of  the  Wilson  administration  had  to  be  meas- 
ured against  the  danger  of  American  entrance  into  the  European  conflict; 
while  the  arguments  of  the  Republicans  were  blunted  by  the  desire  to 
avoid  the  consequences  of  overt  pronouncement  in  favor  of  the  Allies 
and  war.  The  Republicans  gathered  at  Chicago  on  July  7,  1916.  Their 
platform  attacked  the  Wilson  administration's  tariff  and  shipping  legisla- 
tion, and  its  handling  of  the  Mexican  crisis;  it  endorsed  the  Monroe 
Doctrine  and  preparedness.  For  a  standard-bearer  the  faction  in  control 
cast  its  net  wide,  seeking  a  man  who  could  win  back  Progressives,  not 
alienate  conservatives,  and  secure  votes  from  naturalized  citizens  whom 
Wilson's  policies  had  antagonized.  The  Republicans  found  their  candi- 
date in  Charles  Evans  Hughes,  whose  conduct  of  the  New  York  insurance 
investigation  had  made  him  governor  of  New  York  and  then  Justice  of 
the  Supreme  Court  Fairbanks  of  Indiana  was  given  second  place  on  the 
ticket. 

Republican  chances  seemed  more  favorable  because  the  party  was 
reunited  after  the  split  of  1912.  Though  the  Progressives  as  an  organized 
force  could  not  co-operate  with  the  regulars,  Theodore  Roosevelt  rejected 
them  when  they  offered  him  their  nomination;  and  this  in  the  face  of  their 
repetition  of  the  platform  he  had  approved  in  1912  and  their  rejection  of 
Wilson's  foreign  policy.  Nominate  Lodge,  Roosevelt  told  the  men  who  had 
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stood  with  him  at  Armageddon.  Better  yet,  rejoin  the  ranks  of  regularity. 
Except  for  John  M.  Parker  of  Louisiana,  whom  the  Progressives  had 
named  for  Vice-President,  the  party  made  no  real  fight  during  the  cam- 
paign. Even  on  the  local  level,  Progressives  ceased  to  be  an  independent 
factor.  The  election  of  1916  threw  the  last  clod  into  the  grave  of  the 
Progressive  party. 

While  the  Republicans  were  hopeful  in  their  reunion,  the  Democrats 
pointed  pridefully  to  the  legislation  which  made  1913-16  so  notable  in 
the  annals  of  reform.  For  Wilson's  handling  of  foreign  affairs  the  conven- 
tion of  July  14  had  only  praise.  Wilson  and  Marshall  were  renominated 
on  a  platform  which  promised  continuance  of  the  good  work. 

The  Socialist  party  held  no  convention  in  1916.  Instead,  a  mail  referen- 
dum adopted  a  platform  of  "immediate  demands"  for  labor,  regulatory, 
and  fiscal  legislation,  and  ultimate  achievement  of  full  Socialist  goals  by 
the  ballot.  Allen  L,  Benson  and  George  B.  Kirkpatrick  served  as  Socialist 
candidates  for  President  and  Vice-President 

The  usual  Socialist  technique  of  making  the  Presidential  campaign  a 
means  of  educating  the  nation  in  Socialist  principles  served  but  poorly 
in  1916.  The  Republicans  seemed  stricken  with  ineptitude.  Hughes  failed 
to  conciliate  Progressives,  the  Republican  candidate  making  small  attempt 
to  win  Hiram  Johnson  when  Hughes  toured  California.  Denunciation  of 
Wilson's  attitude  toward  preparedness— particularly  his  appointment  of 
Newton  D.  Baker,  a  pacifist,  as  Secretary  of  War— was  not  especially  effec- 
tive after  the  legislation  of  August  and  September,  1916.  Attacks  on 
Wilson's  dealing  with  Mexico  and  Germany  were  made  difficult  by  the 
fact  that  Hughes  and  his  campaign  managers  did  not  wish  to  lose  the 
traditionally  Republican  German-American  vote.  The  Republicans  thus 
fell  between  two  stools:  for  while  the  regulars  spoke  softly,  Theodore 
Roosevelt  denounced  pro-Germans— with  tie  result  that  many  German- 
Americans  failed  to  vote  for  any  Presidential  candidate. 

Wilson,  meanwhile,  could  show  positive  achievement  by  his  adminis- 
tration: laws  designed  to  help  agriculture,  labor,  and  consumers,  to  regu- 
late the  trusts,  to  reform  the  banking  system.  Badgered  into  specific  reply 
on  his  domestic  policies,  Hughes  repeated  old  saws  about  the  tariff  and 
protecting  American  industry.  Wilson's  partisans,  Bryan  particularly, 
rang  the  changes  on  'Tie  kept  us  out  of  war."  And  while  the  Republicans 
made  particular  effort  to  win  votes  among  naturalized  citizens,  Wilson 
seized  opportunities  to  demonstrate  his  unadulterated  national  feeling: 
when  Irish-American  leaders  offered  him  support,  he  replied,  "I  neither 
seek  the  favor  nor  fear  the  displeasure  of  that  small  alien  element  among 
us  which  puts  loyalty  to  any  foreign  power  before  loyalty  to  the  United 
States."  Frank  Cobb  of  the  New  Yorfc  World  declared  a  Hughes  victory 
would  mean  German  dominance  of  American  politics. 
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Yet,  despite  the  deficiencies  of  Republican  campaigners,  on  the  day 
after  the  election  Hughes  was  reckoned  the  victor;  the  early  returns 
showed  that  he  had  carried  Indiana,  New  York,  and  Wilson's  home  state, 
New  Jersey.  Not  until  all  the  ballots  had  been  counted  was  it  evident 
that  4,000  votes  in  California  had  given  Wilson  the  state,  its  electoral 
vote,  and  a  second  term  in  office.  The  electoral  count  was  Wilson  277, 
Hughes  254;  the  popular  vote  was  Wilson  9,120,000,  Hughes  8,538,000, 
Benson  585,000.  Close  though  the  election  was,  it  represented  a  gain  for 
Wilson  and  the  Democrats  who  carried  both  Houses  of  Congress:  against 
fla  reunited  Republican  party,  Wilson  polled  nearly  3  million  more  votes 
than  he  had  drawn  in  1912. 


RENEWED  EFFORT  AT  MEDIATION 

Once  the  election  results  assured  Wilson  a  second  term  as  President, 
he  tried  another  attempt  to  have  the  United  States  mediate  in  the  war. 
This  effort  was  made  in  the  broad  light  of  publicity  rather  than  through  a 
personal  representative.  On  December  18,  1916,  Wilson  released  a  cir- 
cular telegram  to  the  belligerents:  What  were  their  war  aims?  The  Wilson 
telegram,  it  should  be  noted,  was  released  a  week  after  Germany  had 
offered  to  negotiate  directly.  The  Germans'  confidential  reply  to  the 
United  States  query  declared  expectation  of  indemnities,  French  territory, 
and  dominance  in  Belgium.  After  a  month's  delay,  the  Allies  set  down 
their  program:  it  represented  demands  better  befitting  a  complete 
military  victory  than  the  stalemate  and  defeat  they  had  suffered  during 
the  previous  summer.  Said  the  Allies:  the  Central  Powers  must  evacuate 
occupied  Rumania,  northern  France,  and  Russia;  they  must  restore  the 
devastation  which  they  had  caused  in  Belgium  and  Serbia;  they  must 
submit  to  the  dismemberment  of  Austria-Hungary;  and  they  must  pay 
indemnities. 

Once  again,  the  belligerents  showed  themselves  much  of  a  piece.  Wil- 
son went  before  the  Senate  on  January  22,  1917,  and  in  a  speech  to  that 
body  laid  down  the  bases  upon  which  this  war  might  be  the  instrument  of 
establishing  something  like  a  reign  of  law  among  nations.  There  must  be 
agreement  to  keep  the  peace;  there  must  be  means  of  bringing  over- 
whelming force  against  those  who  would  break  the  peace.  Yet  the  absence 
of  fighting  was  not  of  itself  sufficient.  Hostilities  must  halt  in  recognition 
of  certain  principles.  Aspirations  toward  nationhood  must  be  recognized 
and  national  self-determination  allowed.  Armaments  must  be  limited.  The 
seas  must  be  open:  "every  great  people  now  struggling  towards  a  fuller 
development  of  its  resources  and  of  its  powers  should  be  assured  a  direct 
outlet  to  the  great  highways  of  the  sea";  and  the  "paths  of  the  sea  must 
alike  in  law  and  in  fact  be  free/7  Above  all,  the  peace  must  not  represent 
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"a  victor's  terms  imposed  upon  the  vanquished."  The  war  must  end  in 
"peace  without  victory"  for  only  "a  peace  between  equals  can  last." 

Even  in  the  United  States  "peace  without  victory"  was  a  slogan  with 
little  appeal.  The  German  War  Office  may  well  have  considered  it  but 
another  instance  of  American  naivete.  High  military  command  in  Ger- 
many had  fallen  to  von  Hindenburg  and  Ludendorff  in  August,  1916. 
They  were  determined  to  follow  success  in  Russia  and  Rumania  with 
decisive  action  in  the  West.  On  land,  they  had  failed:  the  February-July, 
1916,  offensive  in  the  Verdun  sector  did  not  break  the  Allies'  Western 
Front,  although  it  cost  300,000  men.  (To  be  sure,  the  Allied  attack  of 
July-November,  1916,  was  no  more  successful).  The  British  blockade  had 
proved  the  Allies'  most  serviceable  weapon;  the  British  blockade  must 
be  broken.  Consequently,  and  in  full  awareness  of  the  effect  on  United 
States  policy,  the  German  government  decided  to  resume  unrestricted 
submarine  warfare.  The  Kaiser  seemed  to  want  to  punish  Wilson,  for  he 
rejected  a  suggestion  by  the  German  naval  command  that  American  ships 
move  freely.  And,  on  January  9,  1917,  he  ordered  a  submarine  campaign 
carried  forward  "with  greatest  vigor."  German  military  commanders 
calculated  that  even  if  the  submarine  campaign  should  provoke  a  declara- 
tion of  war,  American  strength  could  not  be  brought  to  bear  in  time. 
Before  United  States  arms  could  be  effective  in  Europe,  submarines 
would  have  severed  the  British  supply  line  and  restored  German  access 
to  needed  goods. 

RESUMPTION  OF  SUBMARINE  WARFARE 

On  January  31, 1917,  German  Ambassador  von  Bernstorff  informed  the 
State  Department  that  his  government  had  marked  out  a  war  zone  about 
the  British  Isles,  France,  and  Italy.  Within  that  zone,  unrestricted  sub- 
marine warfare  would  rule.  Beginning  February  1,  German  submarines 
would  sink  all  merchantmen  entering  those  waters.  If  plainly  and  dis- 
tinctively marked,  carrying  no  contraband,  and  following  a  prescribed 
course,  one  United  States  ship  a  week  might  cross  the  war  zone  un- 
molested. As  if  seeking  color  of  legality  for  the  program,  the  German 
Foreign  Office  declared  it  was  not  violating  the  Sussex  pledge:  that  had 
been  contingent  on  American  action  to  make  the  British  obey  interna- 
tional law  in  their  blockade. 

Wilson  severed  diplomatic  relations  with  Germany  on  February  2.  On 
the  26th,  he  urged  Congress  to  grant  authority  for  arming  American 
merchantmen.  The  House  passed  the  bill,  which  provided  $100  million 
for  the  arms  needed;  in  the  Senate,  LaFollette  of  Wisconsin,  with  Norris 
of  Nebraska  and  William  J.  Stone  of  Missouri,  led  a  successful  filibuster 
against  the  measure. 
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Wilson's  inaugural  address  stressed  his  "purpose  to  maintain  American 
rights  upon  the  seas."  To  that  end,  on  March  12,  he  resurrected  a  law  of 
1797  and  armed  American  merchant  vessels  before  Congress  could  give 
him  specific  authority. 

Single-minded  maintenance  of  neutral  rights  was  obscured  by  the 
tempo  of  events.  On  March  1,  the  State  Department  had  released  a  mes- 
sage which  the  British  had  intercepted  and  turned  over,  In  that  message, 
Alfred  Zimmermann  of  the  German  Foreign  Office  ordered  the  German 
minister  to  Mexico  to  seek  an  alliance  with  that  country  if  the  United 
States  should  retaliate  against  submarine  warfare.  In  return  for  German 
financial  help,  and  for  restoration  of  Texas,  New  Mexico,  and  Arizona, 
Mexico  was  to  join  the  Central  Powers.  Furthermore,  she  was  asked  to 
take  a  hand  in  world  politics;  the  Mexican  president  was  to  seek  to  detach 
Japan  from  the  Allies.  Like  the  British,  apparently  German  diplomats 
had  learned  the  possibility  of  balancing  the  political  scales  with  non- 
European  powers.  Unlike  the  British,  the  Germans  won  their  learning 
late  and  used  it  ineptly.  Few  proposals  could  have  been  better  calculated 
to  waken  American  resentment  than  this  bald  appeal  to  revenge  and 
cupidity. 

Between  March  3  and  March  16,  eight  United  States  vessels  were  sunk 
by  German  submarines.  On  March  17,  the  United  States  learned  that  a 
revolution  had  overthrown  the  Czar.  Russia  had  installed  a  republican 
provisional  government.  At  last,  Allied  claims  to  represent  democratic 
government  seemed  justified.  This  was  no  longer  an  episode  in  the  sordid 
tale  of  struggles  for  the  spoils  of  empire,  this  war  posed  human  aspira- 
tion and  free  government  against  the  greed  of  absolutism.  Few  Ameri- 
cans might  agree  with  Josiah  Wedgwood,  who  declared  that  the  March 
Revolution  in  Russia  justified  the  war,  but  many  felt  easier  now  that 
democratic  nations  need  no  longer  accept  Czarism  for  their  political 
bedfellow. 

On  March  9,  Wilson  had  summoned  Congress  to  meet  in  special  ses- 
sion on  April  16.  On  March  21,  after  three  United  States  vessels  had  been 
sunk  without  warning  on  March  16  and  17,  Wilson  put  the  special  session 
forward. 

FORMAL  ENTRY  INTO  WORLD  WAR  I 

On  April  2,  1917,  President  Wilson  again  appeared  before  a  joint  ses- 
sion of  Congress.  The  Cabinet,  foreign  diplomats,  and  the  Supreme  Court 
joined  his  audience  and  heard  him  ask  Congress  to  declare  that  a  state 
of  war  existed  between  the  United  States  and  Germany.  The  German 
government  had  sought  to  hinder  our  economic  life  by  sending  plotters 
and  saboteurs  among  us,  he  declared.  It  had  tried  to  turn  our  neighbor, 
Mexico,  into  an  enemy.  It  had  broken  its  pledge  and  attacked  unarmed 
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American  ships.  Yet  the  United  States  had  broader  motives  than  resent- 
ment and  retaliation: 

Our  object ...  is  to  vindicate  the  principles  of  peace  and  justice  in  the  life  of 
the  world  as  against  selfish  and  autocratic  power  and  to  set  up  amongst  the 
really  free  and  self-governed  peoples  of  the  world  such  a  concert  of  purpose 
and  of  action  as  will  henceforth  insure  the  observance  of  those  principles.  Neu- 
trality is  no  longer  feasible  or  desirable  where  the  peace  of  the  world  is  in- 
volved and  the  freedom  of  its  people,  and  the  menace  to  that  peace  and 
freedom  lies  in  the  existence  of  autocratic  governments  backed  by  organized 
force  which  is  controlled  wholly  by  their  will,  not  by  the  will  of  their  people. 

This  might  be  "the  most  terrible  and  disastrous  of  all  wars,"  but 

the  right  is  more  precious  than  peace,  and  we  shall  fight  for  the  things  which 
we  have  always  carried  nearest  our  hearts,  —  for  democracy,  for  the  right  of 
those  who  submit  to  authority  to  have  a  voice  in  their  own  Government,  for 
the  rights  and  liberties  of  small  nations,  for  a  universal  dominion  of  right  *by 
such  a  concert  of  free  peoples  as  shall  bring  peace  and  safety  to  all  nations  and 
make  the  world  itself  at  last  free. 

When  Wilson  had  concluded,  Chief  Justice  White  of  the  Supreme 
Court  threw  his  hat  into  the  air  and  led  tie  cheering. 

By  a  vote  of  82  to  6,  the  Senate  adopted  a  resolution  declaring  war  on 
April  4;  two  days  later,  the  House  concurred  by  a  vote  of  373  to  50. 

On  April  6,  1917,  after  almost  three  years  of  effort  to  maintain  neu- 
trality, the  United  States  entered  World  War  I.  Legally,  the  cause  of 
American  entry  was  German  attack  on  American  neutral  rights  through 
its  conduct  of  submarine  warfare.  Actually,  the  web  was  far  more  tan- 
gled. Ties  of  economic  interest  and  of  social  and  political  sympathy 
joined  the  United  States  to  England  and  France.  Between  the  United 
States  and  Germany,  barriers  counted  for  more  than  links  of  interest  or 
sentiment.  Allied  propaganda  was  deft;  German  inept.  The  Allied  leaders 
spoke  for  free  governments;  Germany—its  political  institutions  dominated 
by  its  General  Staff— clearly  wore  the  aspect  of  militarist  absolutism.  An 
Allied  victory  would  maintain  the  institutions  of  international  relations 
and  international  trade  within  which  America  could  live  and  grow.  Ger- 
man victory  would  mean  the  rise  of  an  aggressive  power  unwilling  to 
acquiesce,  as  Britain  had,  in  United  States  assertion  of  dominance  in  the 
Western  Hemisphere. 

Entry  into  the  war  might  damage  civil  liberty  in  the  United  States; 
Wilson  feared  the  effect  of  war  hysteria  on  American  life.  Failure  to  enter 
would  exclude  the  United  States  from  the  peace  table.  Only  if  the  United 
States  had  such  a  place  could  this  war  end  in  a  fashion  different  from 
other  wars;  only  American  statesmen  could  speak  without  need,  without 
greed,  without  rancors  bred  by  history.  That  vision  of  the  United  States, 
and  of  himself,  as  spokesman  for  a  peace  based  on  justice  moved  Wilson 
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deeply.  Its  significance  in  drawing  the  United  States  into  World  War  I 
stands  high  in  any  calculation  of  the  reasons  that  impelled  Wilson  to  take 
the  fateful  step. 

Neutrality  the  United  States  might  have  preserved  on  two  conditions: 
if  it  had  been  willing  to  sacrifice  neutral  rights;  if  it  had  been  willing  to 
bear  the  cost.  No  administration  which  waived  the  rights  for  which  the 
United  States  had  contended  since  the  War  of  1812  could  count  on  popu- 
lar support  in  1917;  certainly  no  administration  which  had  proclaimed 
the  preservation  of  neutral  rights  as  the  keynote  of  its  policy  in  wartime. 
And  the  cost  of  neutrality  would  have  been  embargo.  With  the  growth 
of  American  exports  during  1914-16,  that  was  a  price  few  would  have 
been  willing  to  pay. 

In  the  disillusion  of  a  war  ending,  like  past  wars,  in  a  peace  which  was 
not  a  peace  of  justice,  the  wisdom  of  United  States  entry  into  World  War 
I  was  challenged.  The  critics  of  Wilson  have  said:  If  the  peace  treaty 
had  been  negotiated  rather  than  imposed,  it  might  have  approached  the 
ideal  of  justice  more  nearly.  Without  victory,  peace  might  have  been 
reasonable.  Yet  in  "peace  without  victory"  Wilson,  the  maker  of  phrases, 
failed.  For  by  January,  1917,  negotiation  could  offer  Germany  little  it  had 
not  already  won;  while  it  might  endanger  the  political  lives  of  Allied 
governments  which  continued  to  promise  victory.  A  persistently  neutral 
United  States,  it  was  argued,  should  have  used  its  economic  power  to 
force  negotiation,  and  then  acted  the  old-fashioned  schoolmaster,  knock- 
ing rebellious  heads  together  until  they  accepted  reason.  (Be  it  noted, 
however,  that  since  the  United  States  could  have  brought  such  economic 
pressure  only  against  the  Allies  in  1916-17,  it  would,  in  effect,  have  been 
acting  on  the  side  of  Germany. )  Looking  back  on  history's  range  of  nego- 
tiated peace  treaties  one  finds  it  difficult  to  discover  models  of  interna- 
tional justice;  and  with  conscript  armies  and  nations  mobilized  for  war 
as  they  were  by  1917,  "peace  without  victory"  was  impossible. 

What,  then,  is  to  be  said  for  Wilson?  In  the  old-fashioned  Liberal 
sense,  he  was  devoted  to  democracy,  free  institutions,  and  unimpeded 
intercourse  between  nations  and  men.  He  had  a  vision  of  a  world  com- 
bining its  resources  and  its  wisdom  to  establish  the  rule  of  law  in  interna- 
tional relations.  He  played  for  high  stakes.  Here  again,  perhaps— like  all 
dedicated  Liberals— he  counted  too  much  on  the  rationality  of  men  and 
did  not  give  enough  weight  to  their  passions  and  their  fears.  Granted  all 
this:  yet,  if  a  free  world  is  to  survive  and  war  to  be  outlawed  and 
banished,  Wilson  was  right.  Deny  rationality  and  civilization  totters. 
Wilson,  and  later  Roosevelt,  took  the  United  States  into  war;  they  hoped, 
from  American  participation,  that  a  world  organization  assuring  peace 
and  a  better  distribution  of  the  world's  wealth  would  be  the  outcome. 
There  is  no  certainty  that  ultimately  they  can  be  said  to  have  failed. 


CHAPTER  9 
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MOBILIZATION  OF  MANPOWER 

T  TNITED  STATES  entry  into  world  conflict  required  that  its  resources 
vJ  in  men,  money,  and  material  be  directed  to  a  single  purpose.  To  that 
end,  Congress  passed  legislation  giving  the  President,  and  the  agencies 
to  which  he  delegated  administrative  duties,  power  over  every  aspect  of 
American  life.  The  National  Defense  Act  of  1916  had  begun  shaping  the 
pattern  with  its  co-ordinating  Council  of  National  Defense  and  its  au- 
thorization for  the  President  to  fix  prices  for  materials  to  be  bought  by  the 
army  and  navy.  The  Lever  Act  of  August,  1917,  empowered  him  to  take 
full  control  of  food  and  fuel  production.  The  Overman  Act,  passed  May 
20, 1918,  to  expire  six  months  after  the  end  of  the  war,  gave  him  authority 
"to  make  such  redistribution  of  functions  among  executive  agencies  as  he 
may  deem  necessary . . .".  In  addition  to  allowing  the  commander-in- 
chief  to  change  and  transfer  personnel,  he  was  given  a  free  hand  in 
the  use  of  war  funds,  a  notable  abdication  of  Congressional  authority 
over  the  disposal  of  appropriated  monies.  Under  the  Espionage  and 
Sedition  Acts,  the  government  took  control  over  the  expression  of 
opinion  in  speech  and  by  publication  as  well  as  the  direction  of  eco- 
nomic life. 

Since  1860,  in  the  United  States  war  had  meant  an  increase  in  Execu- 
tive power  and  in  centralization,  stressing  the  authority  of  the  federal 
government.  Direction  of  economic  effort  to  a  common  end  was  a  new 
departure,  and  had  results  extending  far  beyond  the  war  period  itself. 
Experience  in  1917-19  showed  the  need  for  authoritative  supervision  of 
economic  affairs  when  war  destroyed  the  market's  power  to  regulate  the 
tempo  and  direction  of  economic  activity.  Professional  economists,  called 
upon  for  advice,  worked  alongside  business  executives  and  government 
officials  in  the  mobilization  effort;  and  while  many  may  have  been  dis- 
mayed by  the  difference  between  the  economy  in  action  and  their  theory 
of  its  behavior,  others  became  convinced  that  man  might  guide  social 
change  instead  of  submitting  to  it.  Too,  participation  in  the  great  enter- 
prise of  mobilizing  the  economy  for  war  gave  an  increasing  number  of 
businessmen  an  object  lesson  in  the  advantages  of  joint  action,  and  pro- 
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vided  impetus  for  "self -regulation"  by  business  which  bulked  so  large  in 
the  1920's. 

In  the  task  the  United  States  assumed  on  April  6,  1917,  manpower  was 
a  prime  need.  An  army  must  be  raised,  equipped,  and  trained.  The  jobs 
its  recruits  would  leave  must  be  filled  or  production  would  flag.  So  far  as 
military  manpower  was  concerned,  the  Wilson  administration  made  its 
decision  promptly:  instead  of  calling  for  volunteers  and  naming  field 
officers  for  their  services  in  politics  and  recruiting,  the  United  States 
should  enter  World  War  I  with  a  conscript  army  officered  so  far  as  pos- 
sible by  professional  soldiers.  Volunteers  were  called  upon  to  man  the 
navy  and  marine  corps  as  well  as  the  regular  army  and  the  national  guard; 
but  so  far  as  the  main  body  of  land  troops  was  involved,  the  Wilson 
administration  refused  to  deviate  from  its  plan.  As  early  as  March  19, 

1917,  before  the  United  States  entered  the  war  but  after  it  broke  diplo- 
matic relations  with  Germany,  Theodore  Roosevelt  offered  to  recruit  a 
division  of  volunteers  and  lead  the  first  American  soldiers  to  France.  He 
followed  written  appeals  by  coming  to  Washington  and  making  his  plea 
in  person.  When  Congress  passed  the  Selective  Service  Act  on  May  17, 

1918,  it  carried  a  Senate  amendment  allowing  the  President,  if  he  chose, 
to  accept  the  services  of  500,000  volunteers.  When  it  became  evident  that 
the  Roosevelt  project  would  require  numerous  regular  army  officers 
needed  to  train  and  command  draftees,  Wilson  followed  his  military  ad- 
visers and  rejected  the  plan:  a  volunteer  division  under  Roosevelt  would 
hinder  the  development  of  the  drafted  army  and  contribute  little  to  the 
effectiveness  of  the  Allied  armed  forces;  the  "business  in  hand"  was 
"undramatic,  practical  and  of  scientific  definiteness  and  precision."  Both 
by  its  substance  and  its  tone,  Wilson's  denial  of  the  Roosevelt  plea  added 
fresh  enmities  to  those  which  were  to  harry  him  in  1918-20. 

The  Selective  Service  Act  of  1918  provided  for  the  registration  of  all 
men  between  21  and  SO  (later  extended  to  18  to  45).  From  these  regis- 
trants, physically  fit  men  were  required  to  serve  in  the  order  of  their 
registration  numbers  as  drawn  by  lot.  Unlike  conscription  practice  during 
the  Civil  War,  no  draftee  was  permitted  to  buy  himself  a  substitute.  The 
opposition  which  conscription  had  been  expected  to  arouse  did  not  ma- 
terialize. Under  local  draft  boards,  largely  staffed  by  civilians  serving 
voluntarily,  9,586,508  men  were  registered  by  June  5,  1917.  The  second 
draft  calls,  June  5  and  September  12,  1918,  registered  men  enough  to 
bring  the  total  to  24,234,021. 

Of  the  men  actually  summoned  into  service,  468  in  each  thousand 
were  physically  defective;  20  in  each  thousand  had  some  mental  or  ner- 
vous disorder  or  disease.  A  total  of  549,099  men  was  rejected  for  serv- 
ice. The  ratio  of  unfitness  was  slightly  higher  in  agricultural  areas 
(although  all  statistics  for  draftees'  physical  condition  must  be  taken  with 
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a  large  pinch  of  salt  since  primary  health  data  were  not  recorded  by  local 
boards).  As  an  incidental  result  of  the  Selective  Service  program,  Ameri- 
cans learned  much  about  the  physical,  mental,  and  educational  standing 
of  their  young  men.  For  the  first  time,  "intelligence  tests"-a  recently 
devised  instrument  of  the  psychologists— were  applied  to  millions  of  men. 
While  the  results  did  not  depart  too  far  from  statistical  expectations,  the 
fact  that  the  average  man  was  "twelve  years  old  mentally"  gave  much 
occasion,  in  the  1920's  and  1930's,  for  the  "superior"  to  doubt  the  practi- 
cability of  democratic  government.  Experience  with  a  high  incidence  of 
mental  disorders  among  the  soldiers  of  Pershing's  punitive  expedition  of 
1916  led  to  checks  on  the  psychological  as  well  as  the  physical  condition 
of  draftees.  Officers,  who  were  not  subjected  to  such  check,  had  a  higher 
incidence  of  psychiatric  casualties  than  the  rank  and  file.  New  interest 
in  mental  health  was  one  of  the  unexpected  by-products  of  the  Selective 
Service  system  in  World  War  I. 

Stress  on  local  civilian  control  of  the  draft's  machinery  helped  ease  its 
acceptance.  Helpful,  too,  was  government  provision  for  the  families  of 
drafted  men.  An  allotment  procedure  was  set  up  to  provide  allowances 
in  addition  to  allotments  from  soldiers'  pay.  Such  payments  to  soldiers' 
and  sailors'  families  totalled  $42  million  in  1918,  $191  million  in  1919,  and 
$32.8  million  in  1920.  To  care  for  the  wounded  and  for  the  families  of 
men  killed,  the  Treasury  was  authorized  to  enlarge  the  scope  of  its  Bureau 
of  War  Risk  Insurance,  which  had  been  set  up  in  1914  to  write  marine 
insurance  in  wartime.  The  Bureau,  as  reconstructed  on  October  6,  1917, 
was  to  administer  allotments,  to  make  compensation  payments  for  war 
deaths  and  injuries,  and  to  write  low-cost  insurance  against  death  and 
disability  for  both  officers  and  men.  Payments  for  death  and  disability 
compensation  rose  from  $341,645  in  1918  to  $11.3  million  in  1919,  and 
$103.1  million  in  1920.  By  October,  1918,  4  million  members  of  the  armed 
services  had  applied  for  government  insurance  policies,  in  amounts  rang- 
ing from  $1,000  to  $10,000  to  a  total  of  $35.76  billion. 

The  draft  added  to  manpower  problems  already  intensified  by  a  sharp 
decline  in  immigration.  In  1914, 1,218,480  immigrants  entered  the  United 
States;  by  1918,  the  total  stood  at  110,618.  With  that  drop  in  newcomers 
to  industry  and  with  greatly  increased  business  activity  in  1915-16,  labor's 
bargaining  position  improved;  more  jobs  were  open,  and  those  available 
often  fell  into  the  better-paid  skilled  and  semiskilled  classifications. 

To  fill  the  gap  left  by  shrinking  immigration,  employers  turned  to 
Negroes  and  women.  Between  1914  and  1917,  Negroes  moved  north  in 
such  numbers  (placed  at  400,000  by  one  writer)  that  the  Department  of 
Labor  was  prompted  to  make  several  special  studies  of  the  causes  of 
migration.  Coincidence  of  boll  weavil  attacks  on  the  cotton  crop  and  of 
demand  for  labor  in  the  North  was  responsible,  the  Department's  investi- 
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gators  concluded.  Many  Negroes  hoped  to  better  their  children's  chances 
for  education  and  job  advancement,  but  the  chief  reason  for  the  migration 
was  the  fact  that  southern  industry  paid  Negroes  75  to  80  cents  a  day  in 
1916  while  in  Pennsylvania  steel  plants  they  "could  earn  30  cents  an 
hour,  with  an  opportunity  to  work  12  hours  per  day  for  seven  days  in  the 
week."  In  some  areas,  the  northward  migration  took  on  the  aspects  of  a 
crusade:  Negro  papers  like  the  Chicago  Defender  urged  "the  race"  to 
move  north;  while  southern  communities  imposed  heavy  license  fees  on 
labor  recruiters  for  railroads  and  steel  mills  and  even  tried  to  block  the 
departure  of  special-fare  trains  loaded  with  Negro  workers.  Negro  leaders 
in  the  South  were  urged  to  counter  the  good  news  from  the  North:  but 
few  were  willing  or  were  heeded  when  they  did.  Even  the  Labor  Depart- 
ment's cautious  investigator  observed  that  fifty  years  after  emancipation, 
Negroes  should  not  be  expected  to  be  contented  with  economic  and  social 
conditions  so  much  like  those  which  had  prevailed  in  1860.  On  the  other 
hand,  some  Southerners  favored  the  migration:  with  a  Negro  problem  of 
its  own,  the  North  might  view  Southern  solutions  more  kindly.  For,  in 
addition  to  old  centers  like  Boston,  New  York,  Philadelphia,  Negro  com- 
munities swelled  in  Pittsburgh,  Cleveland,  Detroit,  Chicago,  St.  Louis, 
and  Kansas  City.  The  newcomers,  inexperienced  in  urban  life,  though 
half  came  from  southern  towns,  and  unused  to  the  rigors  of  a  money 
economy,  posed  serious  problems  in  housing,  sanitation,  education,  and 
industrial  relations.  Migrant  Negroes  were  unorganized,  barred  or  dis- 
criminated against  by  many  unions,  and  easily  used  by  employers:  for 
strikebreaking  was  the  easiest  way  to  win  new  industrial  opportunities, 
and  some  Negro  leaders  saw  it  as  poetic  justice,  fit  return  for  racial  preju- 
dice. Antagonism  toward  the  Negro  newcomers  and  their  competition 
for  scarce  living  quarters,  as  well  as  for  jobs,  helped  cause  bloody  out- 
breaks at  East  St.  Louis  in  July,  1917,  and  at  Chicago  two  years  later. 

While  the  movement  of  Negro  workers  into  northern  industry— railroad 
maintenance,  steel,  meat-packing,  and  automobile  manufacturing,  par- 
ticularly—created serious  problems  for  northern  and  western  cities,  the 
contemporary  movement  of  women  into  industry  seemed  almost  as  dis- 
turbing. Though  that  gave  rise  to  no  rioting,  when  the  hand  that  rocked 
the  cradle  tended  the  turret  lathe,  the  bases  of  society  seemed  threatened. 
Yet,  in  point  of  fact,  the  percentage  of  women  in  the  17-44  year  age 
group  gainfully  employed  rose  only  .4  per  cent  between  1910  and  1920. 
Yet,  in  certain  industries,  the  change  was  far  more  striking,  as  is  shown 
in  Table  7. 

Working  women  entered  new  fields  of  activity.  Many  sheltered  women 
of  the  middle  class  were  forced  to  seek  employment  to  meet  family  needs 
when  breadwinners  were  drafted  or  as  price  levels  rose  faster  than  sal- 
aries of  fathers  and  husbands.  Leisured  women  turned  to  war  work,  driv- 
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ing  and  repairing  ambulances,  as  well  as  raising  funds  and  serving  in  the 
Red  Cross  and  other  war  aid  agencies.  Secretary  of  the  Navy  Daniels 
even  recruited  women  for  clerical  work  and  munitions-making;  11,000 
yeomen  (Female)  and  269  marines  (Female)  served  in  the  navy  as  a 
result.  Thus  the  movement  out  of  the  home,  which  had  been  increasing 
since  1900,  speeded  its  tempo.  During  the  1920's,  wartime  shifts  in  the 
employment  of  women  would  be  made  responsible  for  much  of  the  be- 
wildering change  in  the  mores  which  afflicted  observers  during  that 
decade. 

TABLE  7 
Percentage  of  Labor  Force  Women,  1910-20 

Food  Tobacco         Metals  Trade  Textiles 

1910  17,2  47.3  12.3  12.8  55.1 

1920  23.6  57.8  12.9  15.5  53.8 

While  the  labor  force  was  taking  on  new  forms,  industrial  conflict  in- 
creased sharply.  Between  July,  1914,  and  July,  1917,  the  index  of  the 
purchasing  power  of  the  consumer's  dollar  fell  from  136.6  to  107.4  (with 
1939  as  100).  By  1918,  it  averaged  92.5.  Between  the  outbreak  of  World 
War  I  and  the  armistice,  in  other  words,  the  purchasing  power  of  the 
dollar  dropped  37.6  per  cent. 

As  a  result  of  the  rise  in  living  costs  and  the  favorable  demand  situation, 
industrial  conflict  increased  as  follows: 

TABLE  8 
Industrial  Conflict,  1914-18 

No.  strikes  No.  persons  involved 

1914  1,204  no  data 

1915  1,593  no  data 

1916  3,789  2,275,000 

1917  4,450  2,349,000 

1918  3,353  1,931,000 

Winning  attention  far  beyond  its  actual  influence  was  the  IWW  which 
refused  to  give  employers  either  'loyalty"  or  "respect''  and  struck  hard 
when  labor  was  scarce  in  1916-17,  particularly  in  the  lumber  and  mining 
camps  of  the  Far  West.  Employers  countered  with  company  unions  like 
the  lumbermen's  Loyal  Legion  or  direct  violence,  like  carting  1,100  cop- 
per mine  strikers  from  Bisbee,  Arizona,  off  into  the  desert  in  1917.  In 
January,  1918,  President  Wilson  supplemented  labor  representation  on 
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the  Council  of  National  Defense  with  the  War  Labor  Conference  Board. 

For  while  the  IWW  was  prosecuted  for  sedition,  less  militant  groups 
were  honored  with  government  recognition.  In  October,  1916,  Samuel 
Gompers,  head  of  the  AFL,  was  made  labor  representative  on  the  Advisory 
Committee  of  the  Council  of  National  Defense.  He  pushed  labor's  de- 
mands vigorously,  and  began  to  meet  with  at  least  partial  successes.  On 
June  19,  1917,  Gompers  and  Secretary  of  War  Baker  concluded  an  agree- 
ment for  adjusting  disputes  during  the  building  of  army  cantonments. 
Union  wage  scales  locally  prevailing  were  to  be  the  rule,  and  grievances 
were  to  be  referred  to  a  3-member  board  including  spokesmen  for  Gom- 
pers, the  Secretary  of  War,  and  the  public  at  large.  Other  labor  leaders, 
notably  Sidney  Hillman  of  the  Amalgamated  Clothing  Workers,  were  also 
called  upon  to  secure  greater  co-operation  with  the  war  effort,  and  had 
a  part  in  preventing  the  manufacture  of  uniforms  under  the  sweated 
conditions  formerly  customary. 

With  the  establishment  of  the  War  Labor  Conference  Board,  set  up  by 
the  Secretary  of  Labor  as  head  of  the  Labor  Administration  created  by 
the  President,  the  government's  labor  relations  program  was  formalized. 
For  its  part,  organized  labor  pledged  itself  not  to  engage  in  industrial 
disputes;  and  it  yielded  an  important  point— for  it  agreed  not  to  press  its 
advantage  of  scarcity  to  seek  for  recognition  or  extension  of  collective 
bargaining.  In  return,  the  War  Labor  Conference  Board  formulated  a 
code  of  basic  principles:  cessation  of  industrial  disputes  for  the  war 
period;  health  and  safety  codes;  a  living  wage;  equal  pay  for  women; 
no  discrimination  against  workers  for  trade  union  activity;  the  8-hour 
workday.  The  8-hour  rule  was  not  uniformly  applied,  to  be  sure.  Secretary 
of  War  Baker  urged  the  President  not  to  press  labor's  demand  for  the 
8-hour  day  in  steel,  since  that  would  be  a  "revolutionary  change"  and 
"the  unwillingness  of  their  employers  to  yield  the  point"  might  provoke 
strikes.  In  May,  1918,  a  War  Labor  Policies  Board  was  set  up.  With  Felix 
Frankfurter  for  its  head,  this  body  attempted  to  formulate  labor  standards 
for  war  industries,  notably  in  the  matter  of  working  conditions,  hours, 
and  wages.  Important  in  wage  determination  under  these  conditions  was 
information  concerning  the  actual  amount  needed  to  buy  the  commodi- 
ties required  for  given  physical  levels  of  living.  The  Labor  Department 
undertook  several  studies  significant  not  only  as  a  contribution  to  settling 
wage  scales  and  current  disputes  but  also  as  milestones  for  measuring 
social  change. 

Since  industrial  peace  was  easier  to  proclaim  as  a  principle  than  to 
establish  in  fact,  a  National  War  Labor  Board  was  created  on  April  8, 
1918.  Former  President  Taft  and  Frank  P.  Walsh,  labor  lawyer,  were 
appointed  joint  chairmen  of  the  Board  which  was  to  mediate,  conciliate, 
or  arbitrate  as  might  seem  desirable.  It  established  local  committees  to 
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settle  disputes.  When  local  action  was  Insufficient,  the  Board  or  specially- 
appointed  umpires  would  take  action.  If  either  party  proved  recalcitrant, 
the  President  might  act  to  seize  the  plant  concerned:  thus  Western  Union 
was  taken  over  in  August,  1918,  when  it  insisted  on  imposing  the  "yellow 
dog"  contract  on  its  employees;  and  a  Bridgeport  small  arms  factory  was 
possessed  when  its  workers  refused  to  accept  a  War  Labor  Board  decision. 
As  a  result  of  the  Wilson  administration's  general  manpower  policy, 
organized  labor  won  new  prestige.  Real  wages  began  to  rise  after  1917, 
particularly  for  unskilled  workers.  Union  membership  made  noteworthy 
gains,  as  is  evident  from  the  following  table: 

TABLE  9 


Union  Membership,  1913-18 

1913  1,996,004 

1914  2,020,674 

1915  1,146,347 

1916  2,072,702 

1917  2,371,434 

1918  2,726,478 

Labor  representatives  were  appointed  to  government  boards.  Union 
leaders  were  named  to  a  special  labor  mission  sent  abroad  to  revive  the 
flagging  enthusiasm  of  European  workers  in  August,  1918.  Yet  some 
groups  among  the  organized  trade  unionists  found  such  recognition 
rather  a  mess  of  pottage:  greatest  wage  gains  "were  made  by  the  unor- 
ganized unskilled.  Where  employers  were  sufficiently  powerful,  as  In  steel, 
labor  standards  made  no  advance.  No  use-ran  the  charge-was  made  of 
the  lever  which  scarcity  and  demand  for  workers  might  have  been  to 
push  free  unionism  in  basic  industry.  To  that,  the  leaders  who  benefited 
from  recognition  and  respectability  could  reply  only  that  with  the  politi- 
cal climate  what  it  was  in  1917-18,  militancy  would  have  won  the  labor 
movement  outlawry  rather  than  new  power.  This  the  destruction  of  the 
IWW  had  shown. 

FINANCIAL  MOBILIZATION 

By  the  end  of  1916,  Allied  governments  had  become  dependent  upon 
American  investment  markets.  Despite  the  Federal  Reserve  order  of  No- 
vember 28,  1916,  *  member  banks  were  heavily  loaded  with  Allied  short- 
term  paper.  Soon  after  United  States  entry  into  the  war?  Allied  missions 
hastened  to  Washington,  all  pleading  for  funds  and  some  even  hinting  at 
the  necessity  for  a  separate  peace  unless  aid  was  forthcoming  promptly. 

i  See  above,  p.  177. 
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To  meet  the  need  of  its  associated  powers  and  its  own  army,  the  United 
States  government  turned  both  to  taxation  and  to  borrowing.  The  basic 
income  tax  rate  had  been  increased  to  2  per  cent  in  1916.  In  September, 
1917,  the  War  Revenue  Act  made  4  per  cent  the  basic  rate  and  added  sur- 
taxes graduated  from  1  to  50  per  cent.  A  6  per  cent  tax  on  corporate 
income,  an  excess  profits  levy  on  individual  and  corporate  income,  and 
an  inheritance  tax  were  imposed  in  addition.  The  following  year,  rates 
were  further  increased:  incomes  over  $4,000  were  taxed  at  12  per  cent; 
surtaxes  on  incomes  over  $500,000  were  raised  to  65  per  cent.  To  reach 
smaller  incomes,  new  excises  were  imposed  on  chewing  gum,  phono- 
graph records,  telephone  and  telegraph  facilities,  railroad  and  Pullman 
tickets,  theater  performances,  club  accommodations,  gasoline,  and  alcohol. 
As  a  result,  of  the  $33.5  billion  which  J.  M.  Clark  reckoned  as  the  cost 
of  World  War  I  to  1920,  about  $10.7  billion  was  met  by  taxes.  For  the 
rest,  the  government  borrowed  through  a  series  of  five  loans  floated 
between  June,  1917,  and  April,  1919.  The  first  loan  was  fully  tax-exempt; 
its  successors  were  exempted  only  from  the  basic  federal  income  tax.  The 
table  below  shows  the  nominal  amounts  floated:  actually,  $21.448  billion 
was  raised,  $834  million  coming  from  the  sale  of  Thrift  Stamps  (in 
amounts  as  little  as  25  cents)  and  War  Savings  Stamps  (of  $5  or  less). 

TABLE  10 
Liberty  Loans 

Amount  ( $  bill )  Interest  rate 


First  Liberty  Loan 

2.0 

3.5 

Second   " 

3.8 

4.0 

Third      " 

4.2 

4.25 

Fourth    " 

6.0 

4.25 

Victory  Loan 

4.5 

4.75 

The  Federal  Reserve  System  promoted  sales  by  making  eligible  for  re- 
discount even  the  paper  of  nonmember  banks  if  they  had  Liberty  bonds 
for  collateral. 

In  addition  to  easing  borrowing  for  bond  purchasers,  intensive  sales 
efforts  brought  the  duty  of  bond  buying  to  all  public  gatherings.  Every 
device  from  impassioned  exhortation  and  pleas  by  film  favorites  to  neigh- 
borly prying  and  advice  was  used  to  increase  bond  sales.  For  the  future, 
immediate  oversubscription  to  the  loans  was  less  significant  than  the 
effect  of  broadened  security  ownership.  Through  the  Liberty  Loan  drives, 
thrifty  members  of  the  lower-income  groups  made  their  first  acquaintance 
with  saving  in  other  forms  than  actual  cash  or  its  bank  equivalent.  The 
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great  expansion  of  securities  markets  during  the  1920's  was  fostered  by 
experience  with  owning  Liberty  bonds  (though  it  should  be  kept  in  mind 
that  a  relatively  small  number  of  people  was  affected). 

Besides  mobilizing  funds  to  finance  World  War  I,  it  soon  became  evi- 
dent that  private  capital  offerings  must  be  controlled  to  check  nonessen- 
tial  production,  to  favor  essential  enterprises,  and  to  lessen  competition 
for  investors'  funds  between  private  capital  ventures  and  government 
bond  issues.  Accordingly,  in  April,  1918,  Congress  established  the  Capital 
Issues  Committee  and  the  War  Finance  Corporation.  The  first  was  to 
maintain  surveillance  over  long-term  credit.  Its  approval  was  required 
for  every  publicly-offered  securities  issue  larger  than  $100,000.  The  War 
Finance  Corporation  was  to  provide  capital  for  enterprises  necessary  to 
the  war  effort  which  could  not  secure  funds  in  the  money  market  without 
additional  backing.  Also,  Congress  made  $1  billion  available  to  the  War 
Finance  Corporation  for  financing  exports. 

Thus,  during  World  War  I,  the  federal  government  undertook  to  raise 
by  taxation  a  proportion  of  war  costs  larger  than  had  before  been  at- 
tempted. It  drew  a  considerable  amount  of  its  loans  by  call  upon  indi- 
vidual savings,  from  school  children's  pennies  in  thrift  stamps  to  the  sale 
of  bonds  in  denominations  as  low  as  $25.  And,  in  addition,  the  govern- 
ment made  attempts  to  control  the  flow  of  capital  both  as  a  deterrent  to 
nonwar  investment  and  consumption,  and  as  a  means  of  assisting  business 
needed  by  the  war. 

MOBILIZING  INDUSTRY 

Upon  American  industry  fell  the  task  of  supplying  equipment  for  the 
new  United  States  army;  of  distributing  steel,  coal,  textiles,  locomotives, 
and  every  variety  of  material  to  the  war  needs  of  our  associates;  and  of 
providing  civilian  industry,  and  agriculture  particularly,  with  necessary 
goods.  The  task  was  not  only  huge  in  magnitude,  it  demanded  direction 
of  effort  to  a  common  goal.  The  National  Defense  Act  of  1916  had  made 
contributions  to  that  end  when  it  allowed  the  President  to  initiate  indus- 
trial mobilization  and  required  plants  to  give  priority  to  government 
orders.  The  Military  Appropriations  Act  went  further,  permitting  formal 
mobilization  of  industry.  In  attempts  to  carry  through  the  preparedness 
program,  the  need  of  unified  direction  became  evident.  For,  despite 
the  growth  of  industrial  concentration,  the  pattern  of  United  States  indus- 
try remained  competitive,  particularly  in  the  over-all  aspect  of  competi- 
tion among  industries  for  basic  materials. 

Co-ordination  was  necessary.  The  Council  of  National  Defense  had 
attempted  to  supply  that  since  1916  through  its  advisory  council.  Even 
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with  that  body  in  action,  confusion  multiplied.  In  July,  1917,  the  War 
Industries  Board  was  created.  The  following  March,  this  was  given  fuller 
authority.  Under  the  provisions  of  the  Overman  Act,  the  President  made 
the  WIB  an  independent  agency  responsible  directly  to  himself.  As  chair- 
man of  the  Board,  Wilson  selected  Bernard  M,  Baruch  to  succeed  railroad 
president  Daniel  Willard,  and  Baruch  chose  administrators  to  mobilize 
the  separate  industrial  groups.  Notable  among  these  were  Hugh  S.  John- 
son and  George  Peek,  who  were  again  called  upon  to  aid  in  mobilization, 
but  against  domestic  economic  crisis  in  1933-35.  The  WIB  had  broad 
powers.  It  acted  as  purchasing  agent  for  the  Allies  and  for  all  United 
States  government  services  as  well,  thus  halting  the  competitive  bidding 
for  commodities  which  had  hampered  the  preparedness  program.  The 
Board  was  to  conserve  existing  supplies  of  scarce  raw  materials.  It  initi- 
ated a  detailed  program  for  cutting  waste.  It  ordered  economies  in  the 
use  of  materials,  standardization  and  limitation  of  shapes  and  styles,  even 
the  adoption  of  methods  of  operation  to  increase  efficiency. 

The  Board's  principal  instruments  for  implementing  its  program  were 
priorities  and  price  control.  And  the  effectiveness  of  these  controls  was 
reinforced  because  loans  to  the  Allies  were  made  contingent  on  their 
buying  through  the  Board's  Purchasing  Commission.  Raw  materials, 
partly  finished  products  needed  in  industrial  processes,  even  transporta- 
tion might  be  denied  firms  which  failed  to  co-operate  with  the  WIB. 
Prices  were  fixed  to  check  speculative  hoarding  and  excess  profits  and 
to  encourage  production  of  needed  goods.  By  September,  1918,  the  Board 
controlled  the  prices  of  78  commodities,  including  steel,  iron,  cement, 
lumber,  hides,  leather,  wool,  cotton,  copper,  nickel,  mercury,  zinc,  man- 
ganese, and  acids  needed  for  munitions.  Price-fixing  for  such  commodi- 
ties as  steel  involved  an  interagency  tug  of  war,  with  the  Federal  Trade 
Commission  seeking  to  hold  price  levels  and  the  Board  concentrating  on 
increased  production. 

After  April,  1917,  Baruch  himself  became  impatient  when  the  industry 
representatives  who  had  announced  readiness  to  deliver  steel  imme- 
diately and  await  subsequent  price  adjustments  retreated  from  that  posi- 
tion. Senator  Pomerene  introduced  a  bill  to  give  the  President  power  to 
seize  iron  and  steel  facilities  under  the  Lever  Act,  but  the  industry  fore- 
stalled drastic  measures  by  accepting  prices  as  set  by  the  WIB.  By  1918, 
the  general  level  of  iron  and  steel  prices  was  double  that  of  the  period 
1913-15.  Generally,  the  Board's  price  policies  were  liberal,  often  set  by 
persons  close  to  the  industries  affected,  since  industrial  mobilization 
necessarily  called  upon  industry  itself  for  personnel.  Nevertheless,  by 
September,  1918,  the  price  index  for  controlled  commodities  stood  at  112 
and  that  for  uncontrolled  commodities  at  151  (August,  1916- July,  1917 
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=  100).  The  table  below  shows  the  course  of  production  and  prices  be- 
tween 1914  and  1918, 

TABLE  11 
Indexes  of  Production  and  Prices,  1914-18 


Physical  Volume 
of  Production 

Manufacturing                Price  Indexes  1913 
Production         All  Commodi-     Farm 

=  100 

1910  =  100 

1909-13  =  100 

ties 

Products 

Metals 

1914 

104.5 

100. 

99 

103 

90.8 

1915 

110.0 

114.1 

100 

105 

80.2 

1916 

129.0 

136.0 

123 

122 

86.3 

1917 

131.3 

137.0 

175 

188 

116.5 

1918 

124.9 

134.8 

206 

221 

150.6 

The  War  Industries  Board  mobilized  production,  but  it  was  not  able 
to  make  the  United  States  independent  in  armament.  The  Allied  demand 
for  munitions  and  light  weapons  was  so  great  that  it  diverted  American 
resources  from  heavy  artillery  and  tank  construction.  When  United  States 
forces  took  the  field  in  1918,  their  heavy  guns  and  ammunition  and  80 
per  cent  of  their  airplanes  came  from  French  and  English  factories.  In 
July,  1917,  Congress  appropriated  $640  million  for  aircraft,  and  the  War 
Department  prophesied  20,000  planes  for  the  first  year's  output.  By  1919, 
the  United  States  would  have  been  producing  10,000  planes  a  year,  if  the 
war  had  continued.  When  prophecies  were  not  fulfilled,  Secretary  of  War 
Baker  was  subjected  to  sharp  criticism  in  Congress  and  out.  Attack  was 
the  harsher  because  of  Baker's  activity  in  the  peace  movement  and  be- 
cause he  represented  a  Democratic  administration  which  had  refused  to 
transform  itself  into  a  coalition  government  at  Republican  demand.  Presi- 
dent Wilson  stood  out  successfully  against  Congressional  effort  to  set  up 
a  committee  on  the  conduct  of  the  war  similar  to  that  created  during 
the  Civil  War.  Wilson  was  also  able  to  balk  projects,  like  that  of  Demo- 
cratic Senator  George  E.  Chamberlain,  for  a  Secretary  of  Munitions  in 
the  Cabinet,  and  proposals  of  a  war  super-cabinet  of  three  members  with 
Republican  representation.  Thwarted  Congressional  and  party  ambition 
was  to  bulk  large  in  the  personal  opposition  the  Wilson  administration 
gathered  as  it  went.  The  President's  insistence  on  Executive  power  pro- 
portionate to  Executive  responsibility  in  wartime  added  to  the  score 
Republicans  like  Lodge  were  accumulating  against  him. 

Although  the  military  procurement  program  lagged  and  faltered  on 
occasion,  it  furnished  the  American  Expeditionary  Force  either  with  pur- 
chased equipment  (Charles  G.  Dawes  who  headed  the  army's  Supply 
Procurement  Division  abroad  testified  that  10  of  the  17  million  tons  of 
military  supplies  used  in  Europe  were  obtained  there)  or  with  the  product 
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of  United  States  factories.  Even  the  much-attacked  plane  production  pro- 
gram turned  out  6,000  Liberty  engines  by  the  end  of  1918,  and  sent  into 
action  on  the  Western  Front  1,885  of  the  3,227  planes  manufactured.  The 
automobile  industry  shipped  40,000  trucks  to  the  army,  and  33,000  of  these 
reached  France.  Actually,  American  military  production  was  geared  to 
reach  full  output  in  1919;  existence  of  that  capacity  allowed  Allied  reserve 
supplies  to  be  drawn  down  and  thus  speeded  victory. 

Important  as  was  centralized  control  of  industry,  assurance  of  produc- 
tion was  imperative.  The  Lever  Act,  adopted  in  August,  1917,  gave  the 
President  full  authority  over  food  and  fuel,  including  the  right  to  control 
prices  and  production  of  coal  and  fuel  oil.  Wilson  named  Harry  A.  Gar- 
field  Fuel  Administrator  under  the  act.  Because  of  an  exceptionally  severe 
winter  in  1917-18,  and  because  the  nation's  railroads  were  unable  to  meet 
the  burden  war  put  on  them,  serious  dislocations  developed.  Insufficient 
coal  cars  meant  inability  to  increase  coal  output  to  the  quantity  needed 
since  coal  was  not  generally  stored  at  the  mine  but  loaded  and  carted  off 
as  dug.  Yet  war  industry  swelled  demand,  and  Allied  need  added  to  that, 
for  Belgian  and  most  French  mines  were  in  German  control,  The  Fuel 
Administration  undertook  to  increase  production,  particularly  that  of  mar- 
ginal mines.  As  a  result,  coal  output  reached  579  million  tons  in  1918  as 
against  422  millions  tons  in  1914.  Conversely,  attempts  were  made  to  cut 
consumption.  As  an  immediate  measure,  all  factories  east  of  the  Mis- 
sissippi were  closed  for  5  days  in  January,  1918,  and  Mondays  were  sup- 
posedly "fuelless."  Daylight-saving  time  was  introduced  as  a  coal-saving 
measure,  electric  display  advertising  was  forbidden,  and  a  system  of  pri- 
orities restricted  coal  use  by  nonessential  enterprises. 

The  effectiveness  of  the  war  mobilization  of  economic  life  may  be  seen 
in  the  sidelight  of  excess  commodity  exports.  In  1916,  that  totalled  $2.59 
billion;  it  rose  to  $3.13  billion  in  1917,  $3.27  billion  in  1918,  and  $4.45  bil- 
lion in  1919.  Mobilization  of  industry,  moreover,  had  a  significance  ex- 
tending beyond  the  period  of  conflict.  It  introduced  and  diffused  methods 
which  were  to  develop  notably  in  the  decade  to  corne.  It  demonstrated 
the  economy  of  standardization  to  industries  less  aware  of  it  than  automo- 
bile production.  It  made  clear  the  potentialities  of  co-operation  between 
business  and  government.  The  rise  and  significance  of  trade  associations 
becattie  evident  both  as  a  means  of  co-ordinating  productive  effort  and  as 
an  instrument  of  economic  and  political  pressure. 

MOBILIZATION  OF  TRANSPORT 

The  need  to  supply  its  associates  and  its  army  abroad  imposed  new 
burdens  on  United  States  shipping  and  railroads.  The  problem  of  shipping 
replacements  was  especially  acute  since  German  submarine  warfare  was 
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at  its  height  in  the  spring  of  1917:  during  that  year,  shipping  losses  were 
estimated  as  high  as  800,000  to  900,000  tons  a  month.  Countermeasures 
took  two  forms,  a  naval  campaign  which  will  be  discussed  below,  and  an 
intensive  shipbuilding  program.  By  the  act  of  September,  1916?  Congress 
created  the  United  States  Shipping  Board.  On  April  16,  1917,  the  Emer- 
gency Fleet  Corporation  was  organized.  William  Denman  and  Colonel 
Goethals,  respective  heads  of  the  organizations,  quarreled  so  intensively 
that  the  building  program  was  all  but  paralyzed.  Finally,  President  Wil- 
son asked  both  to  resign,  made  Edward  F.  Hurley  head  of  the  Shipping 
Board,  and  put  Charles  M.  Schwab  in  charge  of  the  Emergency  Fleet 
Corporation.  Aside  from  its  activity  in  the  ship  procurement  program,  the 
latter  is  significant  as  an  attempt  to  achieve  greater  freedom  of  action  and 
more  businesslike  behavior  in  a  government  agency,  particularly  in  the 
elimination  of  patronage  politics,  by  use  of  the  corporate  form  of  organi- 
zation. The  magnitude  of  the  building  program  is  illustrated  by  the  fact 
that,  in  1917,  the  United  States  had  61  shipyards  equipped  with  142  ways 
for  steel  vessels  and  73  for  wooden  ships,  By  1919,  there  were  341  yards 
with  1,284  ways  for  steel  ships  and  816  for  wooden  boats,  On  July  4,  1918, 
95  ships  were  launched  to  celebrate  Independence  Day.  Nevertheless,  the 
immediately  serviceable  work  of  the  shipping  program  was  the  seizure 
and  reconditioning  of  87  sabotaged  German  ships  and  the  purchase  of 
neutral  shipping  idle  in  American  ports.  The  larger  portion  of  United 
States  forces  reached  France  in  foreign  bottoms,  1,006,987  in  British  ships 
as  against  852,581  in  American.  The  real  impact  of  the  United  States  ship- 
building program  lay  less  in  the  tonnage  actually  furnished  for  use  than 
in  the  fact  that  American  ships  in  process  allowed  existing  tonnage  to  be 
fully  utilized  rather  than  husbanded. 

Railroad  transport  was  as  important  to  the  war  production  program  as 
ocean  shipping.  For  the  distance  from  point  of  production  to  dockside  was 
often  as  great  as  the  length  of  the  Atlantic  voyage.  By  1917,  American 
railroads  were  generally  in  poor  physical  condition:  their  overcapitaliza- 
tion had  allowed  few  repairs  since  1913.  Increased  traffic  in  1915  and  1916 
had  saved  the  roads'  financial  standing,  but  put  further  strain  on  their 
equipment.  Added  to  such  engineering  problems  was  the  fact  that  despite 
consolidations,  railroad  systems  were  competitive  among  themselves. 
Efficient  wartime  operation  required  such  measures  as  interchange  of  roll- 
ing stock  and  joint  use  of  terminal  facilities— the  operation  of  the  railroads 
as  a  unit,  in  fact.  Soon  after  war  was  declared  in  1917,  the  railroads  at- 
tempted a  program  of  voluntary  co-operation.  Habit  proved  too  strong  for 
good  intentions,  however,  as  serious  car  shortages  developed  and  shipping 
points  became  congested  while  the  army  and  the  Allies  clamored  for 
stalled  supplies.  On  December  26,  1917,  President  Wilson  exercised  the 
authority  given  him  by  Congress  and  took  over  the  nation's  railroads.  For 
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the  next  11  months  these  were  operated  by  the  government  as  a  single 
system  in  return  for  a  rental  equivalent  to  the  average  income  over  the 
years  1914-17.  Secretary  of  the  Treasury  McAdoo  was  made  director- 
general  of  the  program;  but  Walker  D.  Hines,  counsel  of  the  Atcheson, 
Topeka  and  Santa  Fe,  took  over  as  Railroad  Administrator;  and  existing 
railroad  management  retained  its  authority  beneath  the  superstructure  of 
government  control.  Freight  rate  increases  of  25  per  cent  were  allowed 
the  roads  under  government  operation,  and  wages  were  raised  consider- 
ably, particularly  among  the  lowest-paid  group  of  maintenance  workers 
who  were  being  lost  to  industries  offering  higher  pay  ( 80  per  cent  of  rail- 
road workers  earned  $100  a  month  or  less  in  1917). 

In  addition  to  unified  control  of  railroads,  the  Railroad  Administration 
took  over  railway  express  companies  and  inland  waterways  to  give  the 
nation  a  single  system  of  domestic  transportation  during  wartime.  The 
post  office  took  over  control  of  telephone  and  telegraph  facilities  in  1918, 
partly  as  a  wartime  measure  for  security—the  navy  had  assumed  charge  of 
wireless  facilities-and  partly  to  prevent  industrial  strife  as  a  result  of 
Western  Union's  insistence  on  the  "yellow  dog  contract." 

MOBILIZATION  OF  AGRICULTURE 

On  United  States  entry  into  World  War  I,  the  Allies'  prime  demand  was 
for  food.  German  victory  on  the  eastern  front  cut  off  Europe's  chief  sources 
of  export  grain,  just  as  Allied  output  was  diminished  by  war  demand  for 
manpower  on  the  battlefield  and  in  the  munitions  factory.  The  submarine 
campaign  hampered  access  to  Canadian  and  Argentine  wheat.  To  top  the 
problem,  the  United  States  wheat  crop  was  short  for  a  second  year,  and 
prices  were  rising.  From  April  21  to  August  10,  1917,  Congress  debated 
legislation  for  price  and  production  controls.  The  Senate  attempted  to  add 
steel,  cotton,  fuel,  fertilizers,  and  farm  implements  to  the  agricultural 
commodities  originally  scheduled  for  control.  Finally,  steel  and  cotton 
were  eliminated.  As  passed  in  August,  the  Lever  Act  gave  the  President 
power  to  license  all  persons  or  firms  concerned  in  the  importation,  manu- 
facture, storage,  mining  or  distribution  of  food,  fertilizer,  fuel,  and  farm 
implements  if  their  businesses  involved  $100,000  a  year  or  more.  The 
President  was  authorized  to  define  fair  practices  and  issue  regulations  en- 
forcing them,  to  requisition  stores  of  necessaries,  to  operate  plants  or 
mines,  to  buy  and  store  crops,  fix  prices,  and  punish  hoarding  of  con- 
trolled agricultural  products. 

To  cany  out  the  provisions  of  the  law,  President  Wilson  appointed 
Herbert  Hoover,  fresh  from  successful  direction  of  the  Commission  for 
Relief  in  Belgium,  which  had  cared  for  civilians  in  German-occupied 
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areas.  In  April,  1917,  Hoover  had  been  made  head  of  the  food  supply 
committee  in  the  Council  of  National  Defense.  Hoover's  task  was  two- 
fold: to  check  consumption  in  the  United  States  and  to  increase  food  sup- 
plies available  for  the  war  effort  by  price  and  market  controls.  In  both 
aims,  voluntary  co-operation  was  sought.  A  nationwide  publicity  campaign 
urged  food  conservation,  greater  use  of  home  garden  produce,  and  sub- 
stitution of  other  commodities  for  wheat,  meat,  and  sugar.  Institutional 
consumers  were  most  responsive  to  exhortations  to  economy;  actual  influ- 
ence over  prices  and  production  was  exercised  through  operations  in  the 
market,  principally  by  means  of  the  United  States  Grain  Corporation.  This 
secured  funds  by  borrowing  from  banks  on  warehouse  receipts,  by  bor- 
rowing from  the  War  Finance  Corporation,  and,  in  the  transition  period, 
December,  1918-1920,  by  borrowing  from  the  Allies  against  Treasury  loans 
to  them. 

The  Food  Administration  secured  transportation  priorities  for  food- 
stuffs, which  made  its  control  effective,  but  it  relied  on  price  manipulation 
and  large  scale  purchases  to  stimulate  supplies.  The  Food  Administration 
bought  sugar  extensively,  and  attempted  to  cut  its  consumption.  Not  until 
two  months  after  the  1917  crop  had  begun  moving  to  market  did  the 
Food  Administration  impose  controls  on  wheat.  In  consequence,  consum- 
ers suffered,  and  farmers  did  not  benefit  from  such  price  increases  as  took 
place  in  May,  1917,  when  Allied  futures  buying  forced  the  price  of  a  short 
wheat  crop  up  to  $3.45  per  bushel  before  the  Chicago  Board  of  Trade 
halted  dealings  and  imposed  a  settlement.  In  August,  1917,  along  with 
authorizations  for  the  government  to  buy,  sell,  and  ship  wheat,  Congress 
set  $2  as  a  minimum  price  per  bushel.  The  United  States  Grain  Corpora- 
tion offered  to  buy  all  wheat  offered  at  $2.20  a  bushel  and  to  carry  it  for 
resale  to  mills  at  the  purchase  price.  By  retaining  the  structure  of  the 
grain  trade  even  though  trading  in  wheat  futures  was  suspended,  and  by 
allowing  the  business  to  police  itself,  Hoover  minimized  antagonism  and 
facilitated  the  program. 

The  spring  of  1918  saw  Allied  food  supplies  short  and  freights  rising  in 
the  United  States.  Hence,  the  1918  crop  was  priced  at  $2.26  per  bushel,  a 
guarantee  extended  to  the  1919  crop  on  September  21,  1918.  In  addition 
to  wheat,  Food  Administration  controls  were  imposed  on  beans,  because 
of  army  demand.  In  the  case  of  hogs,  informal  agreements  on  prices 
brought  a  production  increase  of  nearly  200  per  cent:  941  million  pounds 
of  pork  and  pork  products  was  the  average  annual  output  for  1909-13; 
this  rose  to  2.27  billion  pounds  in  1918  and  2.68  billion  pounds  in  1919. 
As  a  result  of  Grain  Corporation  operations  between  September,  1917, 
and  May,  1920,  wheat  output  and  farm  acreage  increased,  food  exports 
rose  sharply,  especially  in  meat,  wheat  and  sugar,  and  agricultural  land 
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values  soared,  along  with  farm  debt.  The  table  below  indicates  movement 
of  these  factors  in  die  years  1913-20, 

TABLE  12 
Wheat  Output,  Acreage,  Exports;  Farm  Value,  Farm  Debt,  1913-20 


Value  Farm 

Ratio  Wheat 

Land  and 

Farm 

Wheat  Output 
(Million  bu.) 

Wheat  Acreage 
(  Million  acres  ) 

Export  to 
Net  Output 

Buildings 

"Debt 

1913 

751.1 

52.01 

23.2 

38.46 

4.3 

1914 

897.48 

55.6 

42.6 

39.58 

4.7 

1915 

1,008.63 

60.3 

27.3 

39.59 

4.9 

1916 

634.57 

53.5 

39.8 

42.27 

5,2 

1917 

619.79 

46.78 

26.4 

45.53 

5.8 

1918 

904.13 

61.06 

37.3 

49.98 

6.3 

1919 

945.40 

73.09 

26.9 

54.53 

7.1 

1920 

843.27 

62.35 

50.3 

66.31 

8.4 

MOBILIZATION  OF  FOREIGN  COMMERCE 

To  help  intensify  the  British  blockade  of  Germany,  and  to  guard  against 
leaks  through  trade  with  the  European  neutrals,  a  tight  grip  on  foreign 
trade  and  foreign  property  was  needed.  On  October  6,  1917,  Congress 
adopted  the  Trading-with-the-Enemy  Act.  This  allowed  the  President  to 
embargo  imports,  censor  communication  by  mail,  wireless  and  cable,  and 
take  over  alien  property  in  the  United  States.  Accordingly,  a  War  Trade 
Board,  with  Vance  McCormick  as  head,  was  established  to  administer  for- 
eign commerce  controls,  to  assure  industry  necessary  imports,  and  to  pre- 
vent materials  from  reaching  the  enemy.  The  War  Trade  Board  licensed 
exports  and  imports  and  embargoed  certain  essential  commodities.  As 
further  check  against  goods  filtering  through  the  blockade,  exporters  were 
denied  licenses  for  shipments  to  firms  on  a  black  list  of  suspected  buyers  for 
the  enemy  and  the  privilege  of  coaling  in  American  ports  was  restricted. 

Specie  shipments  and  foreign  exchange  were  also  regulated,  principally 
through  the  Federal  Reserve  System.  Under  Reserve  guidance,  a  gold 
pool  was  established  to  ship  the  metal  to  Canada  in  order  to  meet  short- 
term  obligations  of  the  French  and  British  governments.  In  19 17,  gold  was 
embargoed.  Strict  controls  regulated  foreign  exchange  transactions  and 
these  were  not  relaxed  until  July,  1919. 

The  property  of  nationals  of  the  Central  Powers  and  of  persons  living 
outside  the  United  States  who  did  business  with  such  enemy  residents  was 
put  in  charge  of  an  Alien  Property  Custodian,  A.  Mitchell  Palmer,  who 
became  Attorney  General  in  1919,  Congress  was  to  determine  final  dis- 
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posal  of  such  property,  but  in  the  interval,  it  was  to  be  held  in  trust  or 
transferred  to  American  citizens  for  operation.  Before  World  War  I  ended, 
there  had  been  seized  $700  million  worth  of  enemy  assets,  much  of  it  in 
the  shape  of  valuable  patent  rights  to  dyes,  drugs,  and  other  chemical 
products.  Congress  finally  decided  to  permit  the  Alien  Property  Custodian 
to  sell  a  good  part  of  the  property  in  his  charge,  with  interesting  conse- 
quences. The  growth  of  an  American  chemical  industry  was  the  outcome; 
and  also  there  developed  new  international  business  relationships  as 
United  States  purchasers  of  seized  patents  joined  forces  with  their  former 
owners  in  order  to  divide  world  markets. 


MOBILIZATION  OF  OPINION 

Without  predominantly  favorable  public  opinion,  it  would  have  been 
impossible  to  carry  through  so  marked  a  departure  from  traditional  Amer- 
ican behavior  as  the  economic  mobilization  of  World  War  I.  As  a  result, 
the  mobilization  of  opinion  was  necessary.  The  drive  was  carried  through 
on  two  fronts,  those  of  compulsion  and  persuasion.  Legislative  authority 
for  sharp  checks  to  freedom  of  expression  rested  upon  the  Trading-with- 
the-Enemy  Act,  the  Espionage  Act  of  June  15, 1917,  and  the  Sedition  Act  of 
May  6,  1918.  The  first  required  that  foreign  language  newspapers  supply 
the  Postmaster  General  with  English  translations  of  their  columns,  and 
gave  the  President  the  added  right  to  regulate  periodicals  in  languages 
other  than  English.  The  Espionage  Act  sought,  on  penalty  of  $10,000  and 
20  years  imprisonment,  to  prevent  betrayal  of  information  concerning  de- 
fense installations,  advocacy  of  treason,  insurrection,  or  resistance  to  law, 
and  interference  with  the  operation  of  the  draft  or  with  military  morale. 
The  Sedition  Act  went  further;  for  it  penalized  not  only  interference  with 
recruiting,  but  also  with  obstructing  the  sale  of  war  bonds,  advocating 
curtailment  of  production  of  any  article  needed  for  carrying  on  the  war, 
or  even  "wilfully"  uttering,  printing,  writing,  or  publishing  "any  disloyal, 
profane,  scurrilous,  or  abusive  language  about  the  form  of  government  of 
the  United  States,"  its  Constitution,  its  flag,  or  the  uniform  of  its  army  or 
navy. 

Enforcement  of  these  laws  was  shared  by  the  Post  Office  and  the  Depart- 
ment of  Justice.  Offensive  matter  under  the  law  was  declared  nonmail- 
able.  Postmaster  General  Burleson  used  his  authority  to  end  periodicals 
by  suspending  objectionable  issues,  then  declaring  the  publication  no 
longer  a  periodical  entitled  to  second  class  mailing  privileges  because  it 
had  not  been  continuously  offered  for  mailing.  Among  the  publications  to 
which  Burleson  closed  the  mails  were  not  only  issues  of  The  Masses  and 
German-language  periodicals  but  even  Veblen  s  Imperial  Germany  and  the 
Industrial  Revolution.  Law  enforcement  agencies  were  equally  thorough. 
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Frank  Cobb  of  the  New  York  World  reported  Wilson  as  having  said  that 
once  the  United  States  entered  the  war,  conformity  would  be  the  only 
virtue,  and  every  man  who  refused  to  submit  would  have  to  pay  the  price. 
When  Congress  adopted  wartime  legislation  justifying  Wilson's  forebod- 
ing, no  action  of  his  own  showed  him  anything  but  a  true  prophet.  Aside 
from  more  than  400  conscientious  objectors  who  could  not  shield  them- 
selves behind  any  recognized  creed  and  so  were  jailed  when  they  refused 
military  service,  over  2,000  cases  were  brought  under  the  Acts  of  1917  and 
1918.  According  to  Professor  Chafee's  summary  of  the  verdicts,  decisions 
under  those  laws  made  it  criminal  to  advocate  financing  the  war  by  taxa- 
tion rather  than  by  bond  issues,  to  declare  war  contrary  to  the  teaching  of 
Christ,  or  to  discourage  women  from  knitting  socks  for  war  relief.  Pierce 
v.  U.  S.  (252  U.S.  239, 1920)  practically  outlawed  historical  research  since 
it  made  it  a  false  statement  of  fact  to  differ  with  the  Presidential  Message 
of  April  2,  1917,  or  the  Joint  Resolution  of  April  6,  1917,  concerning  the 
causes  of  American  entry  into  World  War  I.  A  10-year  prison  term  and 
3  actual  years  in  jail  taught  wartime  tact  to  the  producer  of  The  Spirit 
of  76,  a  film  which  showed  Britain  responsible  for  killing  civilians  in  the 
Wyoming  Valley  during  the  American  Revolution.  More  celebrated  were 
the  convictions  of  Victor  L.  Berger,  Socialist  member  of  Congress  from 
the  Milwaukee  district,  and  Eugene  V.  Debs,  who  was  sentenced  to  10 
years  in  jail  for  telling  a  Socialist  party  convention  that  World  War  I  was 
an  instance  of  the  iniquities  of  capitalism. 

In  addition  to  allowing  local  federal  attorneys  a  great  deal  of  latitude 
in  the  prosecution  of  cases  under  the  Espionage  and  Sedition  Acts,  the 
Department  of  Justice  encouraged  volunteer  law  enforcement.  The  Amer- 
ican Protective  League  thus  attained  almost  semiofficial  status.  Neighborly 
"snooping"  received  an  accolade  of  patriotism,  and  what  would  have  been 
malicious  gossip  in  peacetime  was  civic  virtue  in  war. 

The  negative  approach,  penalizing  verbal  opposition  to  the  war  effort, 
was  supplemented  by  a  positive  program.  President  Wilson  had  urged 
that  full  censorship  power  be  given  the  Executive.  When  the  House  re- 
jected that  proposal,  a  ruling  of  April  14,  1917,  created  a  Committee  on 
Public  Information  composed  of  tie  Secretaries  of  State,  War,  and  the 
Navy,  with  George  Creel  as  its  civilian  head.  Creel,  a  newspaper  man 
trained  on  Hearst's  New  York  Journal  in  1900,  had  become  a  significant 
figure  among  Progressive  journalists  in  Kansas  and  Colorado.  He  was  an 
ardent  supporter  of  the  New  Freedom  and  an  opponent  of  United  States 
entry  into  the  war  in  1916.  Under  Creel's  guidance,  the  Committee  on 
Public  Information  became  a  public  relations  agency  of  great  energy  and 
perhaps  ambiguous  effectiveness.  In  all  the  known  tongues,  in  pamphlets, 
leaflets,  and  broadsides,  by  pictures  still  and  moving,  it  told  Americans 
what  to  think  and  how.  To  carry  through  a  program  of  "voluntary  censor- 
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ship"  and  to  give  the  press  its  keynote,  the  Creel  Committee  published  a 
daily  Official  Bulletin  of  the  war  news  which  the  government  wished 
brought  to  public  attention.  "Four-Minute  Men"  to  the  number  of  75,000 
bombarded  theater  audiences,  church  congregations,  civic  meetings,  and 
other  gatherings  with  appeals  for  war  relief  contributions,  bond  buying, 
and  spiritual  loyalty.  Creel's  campaign  enlisted  the  arts  and  the  profes- 
sions, actors,  educators,  advertising  men,  orators.  Nor  did  it  halt  at  the 
oceans.  Creel  carried  Wilson's  messages  overseas  and  even  into  enemy 
countries,  making  Wilson's  ideas  America's,  and  making  American  ideas 
mean  peace  and  freedom  to  the  world. 

As  a  result  of  the  Creel  campaign  and  of  the  methods  used  to  enforce 
the  restrictive  legislation  of  1917  and  1918,  the  United  States  was  swept 
off  on  what  resembled  a  wave  of  hysteria.  Nor  can  government  publicity 
be  held  responsible  for  the  temper  which  replaced  "sauerkraut"  with 
"Liberty  cabbage/'  refused  to  present  Wagner's  operas,  and  withdrew 
German  classics  from  public  library  circulation.  So  judicious  a  man  as 
Elihu  Root  declared  himself  in  favor  of  halting  the  teaching  of  German. 
After  the  Armistice  in  November,  1918,  and  during  the  three  transition 
years  which  followed,  excitement  took  a  new  color  as  the  Bolshevik  revo- 
lution ousted  the  Kerensky  regime  in  Russia,  and  European  society  seemed 
about  to  dissolve  amid  social  strife  and  wild  inflation. 

When  war  emotions  tapered  off,  sober  second  thought  made  many 
Americans  see  themselves  in  uncomfortable  retrospect.  Revolted  by  sud- 
den awareness  of  their  own  fallibility,  they  swung  with  the  pendulum  of 
a  new  day.  Lofty  words  had  deceived  them;  they  would  speak  small  here- 
after, and  be  distrustful  not  only  of  noble  phrases  but  even  of  noble  aims. 
Thus,  the  immediately  successful  Creel  campaign  laid  psychological  foun- 
dation for  the  1920's  with  their  cult  of  disillusion:  the  young  men  who 
had  believed  the  slogans  and  then  found  them  empty  of  matching  deed 
determined  that  they  would  not  succumb  again. 


CHAPTER  10 


MILITARY  AND 
DIPLOMATIC  ASPECTS 


NAVAL  ACTIVITY 

SINCE  1900,  the  United  States  had  been  modernizing  its  navy.  Although 
the  more  ambitious  plans  of  the  Roosevelt  administration  had  not 
been  carried  through,  the  naval  arm  had  important  advantages  when  the 
United  States  entered  World  War  I.  By  1916,  the  navy  had  38  battleships 
built  or  building,  35  cruisers,  63  destroyers,  and  50  submarines.  Under  the 
preparedness  program,  plans  were  made  for  156  ships  more,  but  war  pre- 
vented their  execution.  In  1915,  the  post  of  Chief  of  Naval  Operations 
was  established,  and  although  no  complete  plan  for  naval  war  had  been 
developed,  the  presence  of  such  an  authority  fostered  a  degree  of  co- 
ordination when  war  emergency  must  be  met.  By  1916,  the  navy  had  made 
progress  in  mastering  twentieth-century  inventions.  It  had  developed  a 
pioneer  radio  warning  beacon,  an  aircraft  radio  laboratory,  and  a  radio 
circuit  sufficient  for  Pacific  communication.  During  World  War  I,  while 
the  program  planned  under  the  Naval  Appropriations  Act  of  1916  was 
suspended,  naval  building  concentrated  on  ships  and  equipment  needed 
for  antisubmarine  warfare:  by  1919,  400  submarine  chasers  had  been  built 
and  200  put  into  action;  naval  aviation  increased  from  54  to  2,127  planes, 
in  addition  to  15  dirigibles  used  for  patrol;  and  naval  personnel  reached 
a  total  of  520,000  officers  and  men. 

The  American  navy  was  assigned  the  duty  of  guarding  the  Western 
Hemisphere  against  German  raiders  in  Mexican  and  South  American 
waters.  But  its  chief  tasks  were  transport  and  convoy  duty  and  anti- 
submarine warfare.  British  and  Allied  shipping  carried  54  per  cent  of  the 
American  troops  sent  to  Europe  (1.7  of  the  1.9  million  who  returned  sailed 
in  American  ships ) .  United  States  naval  vessels  under  Rear  Admiral  Al- 
bert Cleaves  supplied  86  per  cent  of  the  force  assigned  to  protecting  troop 
transports.  So  effective  was  the  guard  that  not  a  single  eastbound  trans- 
port was  lost.  In  addition  to  safeguarding  the  men  sent  to  Europe,  the 
navy  transported  6  million  tons  of  cargo,  including  1.5  million  tons  of  coal 
and  700,000  tons  of  fuel  oil  and  gasoline.  Besides  sea  service,  the  navy 
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made  a  considerable  contribution  to  land  warfare  since  its  marines  were 
assigned  to  service  with  the  army  in  France. 

By  April,  1917,  one  quarter  of  Allied  shipping  had  been  destroyed, 
principally  as  a  result  of  submarine  attack,  and  the  monthly  loss  had 
swelled  to  900,000  tons.  Before  losses  could  be  made  good  by  building,  it 
was  necessary  to  check  the  submarine.  Admiral  William  S.  Sims  was  sent 
to  London  to  maintain  liaison  with  the  British  Admiralty  and  to  command 
American  vessels  in  European  waters.  By  July,  1917,  34  United  States 
ships  were  operating  in  British  waters;  79  were  serving  in  Europe  by  the 
end  of  the  war.  In  May,  under  American  prodding,  the  British  resumed 
the  practice  of  convoying  merchant  ships.  Again,  although  the  Admiralty 
was  not  enthusiastic,  American  naval  men  pushed  the  project  of  a  mine 
barrage  across  the  North  Sea  and  developed  a  superior  electric  contact 
antenna  mine  to  arm  it.  Undertaken  in  October,  1917,  and  completed  the 
following  year  at  a  cost  of  $80  million,  the  mine  barrage  accounted  for 
14  known  submarines.  More  important,  the  barrage  made  passage  into 
Atlantic  waters  so  difficult  for  submarines  that  German  naval  morale  was 
seriously  damaged.  By  the  middle  of  1918,  Allied  building  outstripped 
German  sinkings;  convoy,  antisubmarine  patrols,  improved  antisubmarine 
weapons  (like  the  superior  listening  device  developed  by  Captain  Leigh), 
and  the  mine  barrage  together  diminished  the  effectiveness  of  the  subma- 
rine and  helped  defeat  the  German  objective  of  cutting  the  long  supply 
line  between  the  United  States  and  France. 


MILITARY  ACTIVITY 

Initially,  the  Allied  high  command  expected  and  desired  credit  and  ma- 
terials rather  than  armed  forces  from  the  United  States.  When,  however, 
the  situation  altered  and  the  powers  associated  with  the  United  States 
called  for  troops,  American  forces  had  advantages  in  organization  which 
had  not  been  theirs  during  previous  wars.  In  1903,  Elihu  Root,  then  Sec- 
retary of  War,  secured  the  establishment  of  an  Army  General  Staff.  He 
fought  for  an  Army  Reorganization  bill  to  make  the  National  Guard  into 
a  usable  military  reserve  and  did  much  to  replace  seniority  by  merit  as 
a  requisite  for  promotion.  Root  lay  great  stress  on  military  education 
within  the  army  and  finally  added  to  post  and  service  schools  an  Army 
War  College  in  1907.  The  improvements  initiated  by  Root  were  furthered 
between  1905  and  1916.  Secretary  of  War  Baker  thwarted  efforts  to  cut 
the  authority  of  the  General  Staff.  General  Leonard  Wood  devised  the 
plan  of  special  training  camps  for  officers  under  the  National  Defense  Act 
of  1916.  That  law  itself  increased  the  size  of  the  armed  forces. 

Thus,  by  April,  1917,  the  United  States  had  at  least  the  skeleton  of  a 
modern  land  force.  The  commander  chosen  to  head  the  new  army  was 
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General  John  J.  Pershing,  formerly  military  governor  of  Moro  Province 
in  the  Philippines,  and  head  of  the  punitive  expedition  into  Mexico  in 

1916.  Unlike  many  top  American  commanders  in  previous  wars,  Pershing 
had  experience  handling  relatively  large  numbers  of  men  in  the  field. 
The  force  given  him  was  provided  under  conscription,  not  bounty- 
stimulated  volunteering.  In  January,  1917,  American  armed  forces  totalled 
629,663,  of  whom  250,357  were  in  the  regular  army,  314,581  in  the 
National  Guard,  and  64,925  in  the  organized  reserve.  By  the  following 
year,  2,246,103  were  serving,  a  figure  which  reached  3,673,888  in  Novem- 
ber, 1918.  Including  navy  and  marine  corps,  enrollment  totalled  4,727,988 
at  the  end  of  World  War  I.  The  men  raised  were  trained  in  16  National 
Guard  camps  in  the  South,  and  16  cantonments  for  draftees  in  the  North. 
In  addition,  80,568  officers  were  trained  in  their  new  duties.  Aiding  in 
the  huge  task,  were  286  French  instructors  in  artillery  and  staff  work, 
261  British  officers  who  specialized  in  bayonet  training  and  the  use  of 
poison  gas,  and  226  British  noncoms. 

Of  the  men  raised  for  land  service,  42  divisions  (1,000  officers  and 
27,000  men  each  at  full  strength )  were  sent  to  Europe.  Casualties  abroad 
totalled  282,941:  205,773  wounded;  38,376  killed  in  action,  14,635  dead 
of  wounds,  and  24,157  dead  of  disease.  In  training  camps  at  home,  there 
were  42,520  casualties,  including  28,815  officers  and  men  dead  of  disease, 
principally  as  a  consequence  of  the  influenza  pandemic  which  struck  the 
United  States  in  September,  1918.  American  entry  into  World  War  I 
marked  United  States  participation  in  new  military  techniques  where 
tanks,  flamethrowers,  and  aerial  reconnaisance  and  bombing  replaced 
cavalry.  To  these  new  developments,  Americans  contributed  a  superior 
machine  gun,  the  Browning,  and  10,817  tons  of  poison  gas. 

Pershing  not  only  had  unusual  experience  in  large-scale  command,  he 
possessed  the  complete  confidence  of  his  constitutional  commander-in- 
chief,  President  Wilson,  and  of  the  Secretary  of  War.  Both  agreed  with 
Pershing's  conception  of  the  United  States  position.  The  American  Ex- 
peditionary Force  (AEF)  was  to  be  a  separate  army  under  United  States 
command.  It  was  to  attempt  to  break  out  of  the  stalemate  of  trench  war- 
fare on  the  Western  Front  and  to  initiate  a  strategy  of  attack.  On  May  2, 

1917,  Pershing  was  ordered  to  France  with  5  regiments.  He  reached 
London  on  June  9,  1917,  and  Paris  on  June  13.  A  General  Staff  was 
organized  even  before  American  headquarters  was  set  up  at  Chaumont, 
a  General  Purchasing  Board  under  Charles  G.  Dawes  soon  after.  By 
October,  1917,  the  United  States  had  80,969  men  and  6,064  officers  in 
France.  That  force  was  being  trained  in  the  use  of  rifle  and  bayonet  in 
open  warfare. 

The  modest  role  envisaged  for  an  American  force  of  less  than  half  a 
million  men  was  changed  by  events  on  other  fronts.  The  fortnight  after 
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the  United  States  entered  the  war,  French  General  Robert  Nivelle's 
attempt  to  break  out  of  trench  warfare  had  been  disastrously  defeated. 
General  Nivelle  himself  was  replaced  by  General  Petain,  who  had  Gen- 
eral Ferdinand  Foch  for  Chief  of  Staff.  In  July,  1917,  German  attack  set 
the  Kerensky  government  reeling  militarily  and  politically  as  well.  In 
October,  the  Austrians  defeated  the  Italians  at  Caporetto  and  drove  to 
within  a  few  miles  of  Venice.  Although  the  Austrian  advance  was  halted 
at  the  Piave  River,  Italian  losses  in  men  and  morale  were  so  heavy  that 
French  and  British  troops  had  to  be  diverted  to  bolster  the  Italian  front. 
German  armies  had  overrun  Rumania  in  December,  1916,  and  the 
Central  Powers  held  effective  control  of  all"  the  Balkan  states  save  Greece 
where  Allied  intervention  had  ousted  a  pro-German  monarch  in  June, 

1917.  In  November,  the  Bolshevik  revolution  replaced  the  Kerensky 
regime  and  its  republican  organization  with  a  communist  government 
pledged  to  give  Russia's  people  peace,  bread,  and  freedom.  In  March, 

1918,  that  peace  took  the  shape  of  the  Draconian  treaty  of  Brest-Litovsk, 
which  guarded  the  'Central  Powers  against  a  westward  thrust  of  revolu- 
tionary demoralization  by  forcing  Russia  to  cede  Finland,  Lithuania, 
Esthonia,  Poland,  Bessarabia,  and  the  Ukraine. 

The  year  1918  opened  gloomily  for  the  Allies,  therefore.  At  best,  they 
had  halted  the  Central  Powers  in  Asia  Minor  and  Italy  and  made  some 
progress  toward  establishing  unity  of  command.  In  November,  1917,  a 
Supreme  War  Council  was  formed.  According  to  United  States  Major- 
General  Harbord,  this  body  dominated  by  civilians,  had  "sinister  power 
over  military  questions,"  but  it  set  up  a  united  command  in  March,  1918, 
and  made  Foch  commander-in-chief  of  all  Allied  forces  in  April.  Mean- 
while, it  was  evident  that  Caporetto  and  Brest-Litovsk  left  the  bulk  of 
German  armed  forces  free  for  attack  on  the  Western  Front.  By  November 
14,  1917,  the  call  for  American  troops  was  insistent.  So  effectively  was 
that  call  answered,  a  call  the  Germans  were  certain  could  not  be  met,  that 
between  March  and  October,  1918,  the  United  States  Army  brought 
1,750,000  men  to  France. 

The  expected  German  offensive  began  on  March  21,  1918,  with  an 
attack  along  a  50-mile  front  from  Arras  to  La  Fere.  The  British  Fifth 
Army  was  destroyed  in  the  8-day  attack  which  gained  the  Germans 
25  miles,  but  did  not  capture  the  key  British  railroad  and  stores  center  of 
Amiens.  At  this  point,  Pershing  offered  United  States  troops  to  be  used 
where  they  were  most  needed.  Thus,  the  objective  of  a  separate  United 
States  Army  was  postponed  until  August,  when  the  First  American  Army 
took  over  the  St.  Mihiel  salient  south  of  Verdun.  On  April  9,  the  Germans 
resumed  their  offensive  against  the  British,  again  inflicting  enormous 
losses,  and  again  achieving  no  more  than  a  15-mile  gain.  On  May  27,  the 
Germans  struck  at  the  French  between  Noyon  and  Rheims.  In  72  hours, 
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they  advanced  30  miles,  took  60,000  prisoners,  great  quantities  of  sup- 
plies, and  the  heights  along  the  river  Marne.  In  this  phase  of  the  German 
offensive,  American  troops  came  into  the  battle,  They  helped  halt  the 
drive  on  Montdidier  and  took  the  heights  of  Cantigny.  Shortly  after  that 
action  of  May  28,  the  Second  and  Third  Divisions  were  sent  to  meet  a 
German  assault  on  Chateau-Thierry.  United  States  marines  and  French 
colonial  troops  flung  the  assault  back  across  the  Marne.  At  the  Paris  end 
of  the  enemy  salient,  lay  Belleau  Wood,  a  rocky,  badly-mapped  area 
supposedly  free  of  the  enemy  when  United  States  troops  were  sent  in. 
Belleau  Wood  was  actually  seething  with  German  troops  in  three  lines 
of  trenches  with  rifle  pits  and  barbed  wire  between.  After  three  weeks 
of  fighting,  the  marines  took  Belleau  Wood  on  June  25. 

None  of  the  American  engagements  in  the  first  phases  of  the  German 
offensive  (May  27-June  5,  the  battle  of  the  Aisne;  June  9-14,  the  action 
in  the  Noyon-Montdidier  sector)  had  great  military  importance,  but  the 
dash  and  effectiveness  of  the  Americans  in  action  bolstered  Allied  con- 
fidence. Weary  men  knew  help  had  come;  commanders  could  plan  in  the 
knowledge  of  fresh  reserves.  When  the  Second  Battle  of  the  Marne,  the 
last  phase  of  the  German  offensive,  began  on  July  15,  85,000  United  States 
troops  were  in  the  line  of  battle.  With  the  Fourth  French  Army,  American 
troops  broke  the  German  attack  east  of  Rheims  on  July  14-16.  By  July  18, 
United  States  troops  had  blunted  the  German  thrust  at  Chateau-Thierry 
and  helped  free  Paris  from  immediate  threat  of  attack. 

Immediately,  Foch  began  a  counteroffensive.  Between  July  18  and 
August  6,  with  270,000  United  States  troops  among  his  forces,  he  moved 
on  the  Aisne-Marne  front,  freed  the  railroad  line  from  Paris  to  Nancy  and 
CMlons  and,  except  for  the  St.  Mihiel  salient,  restored  the  line  to  what 
it  had  been  before  the  German  advance.  On  August  8,  the  British  attacked 
on  the  Somme;  ten  days  later,  a  second  attack  opened  along  the  Oise- 
Aisne  line;  on  August  19,  another  offensive  was  mounted  between  Ypres 
and  Lys.  This  triple  blow  struck  at  the  Hindenburg  Line  and  more  than 
100,000  United  States  troops  took  part  in  the  battles  which  drove  the 
Germans  back  to  their  position  of  1916. 

On  July  24,  Foch  agreed  to  the  creation  of  an  integral  United  States 
army  to  operate  against  the  St.  Mihiel  salient.  This  point,  which  the 
Germans  had  held  for  the  past  four  years,  commanded  the  Briey  iron 
basin  and  the  railroad  from  M&zi&res  to  Sedan,  By  September  12,  1918, 
the  German  position  there  was  untenable,  but  Pershing  with  an  army  of 
550,000  gave  no  chance  for  orderly  retreat.  He  struck  early  in  the  morn- 
ing, shielded  by  fog  and  the  ruse  of  allowing  German  intelligence  to 
secure  American  plans  for  an  attack  toward  Belfort.  By  September  16, 
the  St.  Mihiel  salient  was  reduced  and  the  Paris-Nancy  railroad  put 
beyond  reach  of  German  artillery.  The  American  success  won  consent  for 
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United  States  forces  to  extend  their  front  north  from  Verdun  and  the 
Meuse  to  the  edge  of  the  Argonne  Forest,  This  the  Germans  had  tangled 
with  barbed  wire  and  pitted  with  machine-gun  nests  until  French  officers 
declared  the  position  all  but  impossible  to  capture.  Pershing  began  his 
drive  on  September  26  with  1.2  million  men  under  his  command,  an 
air  force  of  840  planes,  and  324  tanks.  By  October  8,  the  Argonne  Forest 
was  cleared  at  a  cost  of  117,000  casualties.  The  Germans  had  been  forced 
back  to  the  Aisne  and  out  of  a  major  part  of  the  Hindenburg  Line  after 
losing  16,059  prisoners  and  468  big  guns.  By  October  12,  the  First  Ameri- 
can Army  was  holding  a  75-mile  front  and  advancing  toward  Sedan. 

COLLAPSE  OF  IMPERIAL  GERMANY 

In  October,  1918,  the  Germans  had  done  their  utmost  in  the  field  and 
the  high  command  knew  itself  beaten.  Submarine  attacks  had  not  starved 
England.  They  had  not  kept  a  single  United  States  soldier  from  reaching 
France.  The  Italians  had  rallied  at  last  and  driven  the  Austrians  back 
from  the  Piave  and  toward  Trieste.  On  the  Western  Front,  the  March- 
July  offensive  had  failed  to  roll  the  Allied  line  of  battle  back  to  the  Eng- 
lish Channel.  Allied  attack  had  forced  the  Germans  out  of  France.  In  the 
assault  on  the  Meuse-Argonne  front,  30  United  States  and  French 
divisions  had  faced  43  German  divisions,  but  the  manpower  count, 
500,000  against  470,000  showed  how  depleted  were  German  forces.  On 
October  2,  in  fact,  Ludendorff  had  actually  informed  his  government  that 
he  cpuld  not  fight  through  the  next  48  hours. 

German  economic  strength  was  as  exhausted  as  its  military  power. 
Despite  German  control  of  the  chief  European  food-producing  areas,  war 
-disorganization  and  war  demand  had  operated  so  effectively  that  the 
civilian  economy  was  short  of  such  essentials  as  fats,  and  military  morale 
was  further  lowered  by  awareness  of  conditions  at  home.  Those  conditions 
were,  in  fact,  bad  enough  for  war  production  workers  in  Berlin  to  strike, 
demanding  peace,  in  January,  1918;  only  imposition  of  martial  law 
suppressed  the  expression  of  defeatism. 

Meanwhile,  the  Germans  were  made  the  target  of  a  powerful  diplo- 
matic attack.  That  offensive  moved  on  two  fronts,  an  attempt  to  separate 
Austria-Hungary  from  Germany,  and  an  attempt  to  open  a  gap  between 
the  German  government  and  its  people.  Not  until  December,  1917,  did 
the  United  States  declare  that  a  state  of  war  existed  between  itself  and 
Austria-Hungary  although  the  latter  had  broken  off  diplomatic  relations 
on  April  9.  Between  February  and  April,  1917,  American  Ambassador 
Frederic  Penfield  tried  to  persuade  Austria  to  negotiate  a  separate  peace, 
and  even  intimated  United  States  support  against  an  Allied  effort  to 
dismember  the  empire,  except  for  those  portions  necessary  to  reconstruct 
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an  independent  Poland.  On  June  24,  1918,  with  the  hope  of  separating 
the  Central  Powers  faded,  self-determination  became  an  important  con- 
cept of  the  Wilson  policy:  and  Slav  nationalism  rather  than  autonomy 
became  the  keynote  of  settlement  with  Austria.  In  the  effort  to  win  the 
confidence  of  the  German  people,  Wilson  proceeded  more  consistently. 
Even  before  the  United  States  entered  World  War  I  as  a  belligerent, 
Wilson  assumed  the  role  of  spokesman  for  the  "men  of  goodwill":  his 
insistence  on  peace  without  victory  told  Germans,  by  implication,  that 
Wilson  wanted  justice  not  revenge  to  be  the  motif  of  peacemaking.  Later, 
his  stress  on  separating  the  Imperial  German  Government,  which  was 
responsible  for  misdeeds,  from  the  German  people  who  were  its  victims, 
opened  the  way  for  new  and  effective  types  of  propaganda.  Wilson's 
statements  encouraged  belief  that  a  German  republic  would  secure  easier 
terms  than  a  monarchy,  and  so  contributed  to  the  overthrow  of  the 
German  Empire  and,  more  significant,  to  popular  demand  for  immediate 
peace  in  October  and  November,  1918.  When  the  United  States  became 
a  belligerent,  Wilson  reiterated  his  stand.  In  his  message  to  Congress  of 
January  8,  1918,  he  listed  the  Fourteen  Points  which  must  be  included 
in  any  tolerable  peace  settlement: 

I.  "Open  covenants  of  peace,  openly  arrived  at,  after  which  there  shall  be  no 
private  international  understandings  of  any  kind. . . ." 

II.  "Absolute  freedom  of  navigation  upon  the  seas,  outside  territorial  waters, 
alike  in  peace  and  in  war,  except  as  the  seas  may  be  closed  in  whole  or  in  part 
by  international  action  for  the  enforcement  of  international  covenants." 

III.  The  removal  "so  far  as  possible"  of  trade  barriers  among  nations  consent- 
ing to  the  peace  and  joining  to  maintain  it. 

IV.  Adequate  mutual  guarantees  for  reduction  of  armaments, 

V.  Adjustment  of  colonial  claims  in  a  "free,  open-minded  and  impartial"  man- 
ner based  upon  equal  consideration  for  native  populations  and  claiming  gov- 
ernments. 

VI.  The  evacuation  of  Russian  territory  and  non-intervention  in  its  internal 
affairs. 

VII.  The  evacuation  and  restoration  of  Belgium. 

VIII.  The  evacuation  and  restoration  of  invaded  France  and  the  restoration  of 
Alsace-Lorraine. 

IX.  Readjustment  of  Italian  frontiers  "along   clearly  recognizable   lines   of 
nationality." 

X.  Autonomous  development  for  the  peoples  of  Austria-Hungary. 

XL  The  evacuation  and  restoration  of  Rumania,  Serbia  and  Montenegro,  with 
Serbia  being  given  free  and  secure  access  to  the  sea,  and  the  Balkan  states 
benefiting  from  "friendly  counsel"  of  other  states  and  "International  guarantees" 
of  their  political  independence  and  territorial  integrity. 
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XII.  Sovereignty  for  the  Turkish  lands  in  the  Ottoman  Empire  and  self-deter- 
mination for  the  others,  with  the  Dardanelles  "permanently  opened  as  a  free 
passage  to  the  ships  and  commerce  of  all  nations  under  international  guar- 
antees." 

XIII.  An  independent  Poland  with  access  to  the  sea  and  guarantees  of  inde- 
pendence. 

XIV.  "A  general  association  of  nations  must  be  formed  under  specific  cove- 
nants for  the  purpose  of  affording  mutual  guarantees  of  political  independence 
and  territorial  integrity  to  great  and  small  states  alike." 

On  February  11,  Wilson  amplified  the  statement  of  January  8  in  another 
address  to  Congress.  Each  part  of  the  final  settlement  must  be  "based 
upon  the  essential  justice  of  that  particular  case,"  he  declared;  and  upon 
adjustments  most  likely  to  bring  about  a  permanent  peace.  Secondly, 
people  were  not  to  be  bartered  but  territorial  settlements  must  serve  the 
interests  of  the  peoples  concerned.  Finally,  "all  well  defined  national  aspi- 
rations shall  be  accorded  the  utmost  satisfaction"  possible  "without  intro- 
ducing new  or  perpetuating  old  elements  of  discord  and  antagonism  that 
would  be  likely  in  time  to  break  the  peace  of  Europe  and  consequently 
of  the  world."  And  on  September  27,  the  day  after  Pershing  began  his 
assault  in  the  Argonne,  Wilson  told  a  New  York  audience  that  the  peace 
settlement  must  be  based  on  the  equal  rights  of  all  peoples  and  must 
grant  equal  justice  as  between  the  vanquished  and  those  whom  the 
victor  wished  to  favor.  Furthermore,  no  special  interests  were  to  be  the 
basis  of  any  part  of  the  peace  settlement  unless  those  were  consistent 
with  the  common  concern.  There  were  to  be  no  exclusive  understandings 
within  the  family  of  the  League  of  Nations  nor  economic  boycotts  except 
by  way  of  League  sanctions.  Further,  all  "international  agreements  and 
treaties  of  every  kind  must  be  made  known  in  their  entirety  to  the  rest 
of  the  world." 

Wilson's  statements  in  themselves  gave  cause  for  hope.  The  Creel 
campaign  brought  them  to  the  attention  of  the  German  people.  Rising 
war-weariness  in  Germany  made  Wilson's  concept  of  the  peace  even 
more  desirable. 

The  President  had  declared,  in  an  Independence  Day  address  at  Mount 
Vernon,  in  1918  that  there  must  be  a  sharp  curtailment  of  arbitrary  power 
or  its  reduction  to  impotence  to  disturb  the  world's  peace.  Nations,  like 
individuals,  must  agree  to  be  governed  by  joint  regard  for  a  common  law 
so  that  treaties  would  be  respected,  no  injury  wrought  with  impunity,  and 
"mutual  trust  established  upon  the  handsome  foundation  of  a  mutual 
respect  for  right."  Since  Wilson  had  said  that  there  could  be  no  effective 
peace  with  nondemocratic  governments,  some  reforms  were  introduced 
into  the  Prussian  constitution,  and  a  peace  proponent,  Prince  Max  of 
Baden,  replaced  von  Hertling  as  chancellor  of  the  empire. 
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On  October  5,  three  days  after  General  Ludendorff  admitted  that  the 
military  situation  was  hopeless,  the  new  German  chancellor  requested 
President  Wilson  to  undertake  the  restoration  of  peace.  For  its  part,  the 
German  Government  accepted  the  program  he  had  set  forth  on  January  8 
and  September  27, 1918.  To  avoid  further  bloodshed,  the  chancellor  asked 
for  an  armistice.  Three  days  later,  Wilson  replied,  inquiring  whether  the 
Germans  were  ready  to  accept  the  Fourteen  Points  unconditionally,  and 
to  evacuate  all  occupied  territory.  On  October  12,  the  Germans  answered 
"yes"  to  both  questions.  On  October  14,  the  President  made  three  further 
conditions:  Germany  must  surrender  in  form  satisfactory  to  Allied  mili- 
tary commanders;  it  must  end  submarine  attacks  immediately;  the  gov- 
ernment requesting  the  armistice  must  prove  that  it  represented  the 
German  people,  not  their  "military  masters  and  monarchical  autocrats." 
Eight  days  after  that,  the  Germans  accepted  the  first  two  conditions  and 
declared  that  the  revised  constitution  made  the  German  cabinet  fully 
responsible  to  parliament.  Accordingly,  Wilson  lay  the  German  request 
for  an  armistice  before  the  Allies. 

Interestingly  enough,  on  October  30,  General  Pershing  made  one  of 
his  few  incursions  into  the  political  field  and  urged  the  Allied  Supreme 
War  Council  not  to  grant  the  armistice.  For  such  an  arrangement  would 
revive  the  Germans'  flagging  morale,  weaken  that  of  the  Allies,  and 
strengthen  the  Germans  for  resistance.  The  request  for  an  armistice  was 
a  mere  German  ruse  to  "save  the  overthrow  of  her  present  Government, 
a  consummation  which  should  be  sought  by  the  Allies. . . ."  If  an  armis- 
tice were  granted,  it  should  be  in  terms  "so  rigid  that  under  no  circum- 
stances could  Germany  again  take  up  arms." 

The  Supreme  War  Council  disregarded  Pershing's  recommendations 
calling  for  an  unconditional  surrender  secured  by  driving  the  German 
armies  into  their  own  country.  It  also  declined  to  follow  Wilson's  plan 
in  its  entirety.  On  November  5,  Wilson  informed  the  Germans  that 
Marshal  Foch  was  authorized  to  conclude  an  armistice.  Peace  would  be 
made  on  the  basis  of  the  Fourteen  Points  with  two  exceptions:  First, 
concerning  the  issue  of  freedom  of  the  seas,  the  Allies  "reserved  to 
themselves  complete  freedom."  Secondly,  they  demanded  compensation 
to  Allied  civilian  populations  for  the  cost  of  German  aggression  by  land, 
sea,  and  air.  On  November  7,  the  actual  armistice  terms  were  laid  down. 
The  Germans  were  required  to  evacuate  France,  Belgium,  Luxembourg, 
and  Alsace-Lorraine,  and  to  withdraw  their  troops  from  Austria,  Rumania, 
Turkey,  and  Russia.  In  addition,  the  German  government  was  required 
to  renounce  its  peace  treaties  with  Russia  and  Rumania,  and  its  preferen- 
tial commercial  treaties  with  European  neutrals.  To  make  evasion  of  the 
Armistice  unprofitable,  the  west  bank  of  the  Rhine,  as  well  as  Cologne, 
Coblenz,  and  Mainz  on  the  east  bank,  was  to  be  occupied  by  Allied 
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troops;  and  large  amounts  of  war  materiel,  including  more  than  half  the 
German  supply  of  guns  and  trucks  were  to  be  surrendered  along  with 
ships  and  submarines. 

The  German  delegates  were  granted  72  hours  to  accept  the  terms  or 
to  take  the  consequences  of  rejection.  In  Germany,  the  fleet  at  Kiel  had 
mutinied,  revolutionaries  had  seized  power  in  Munich  and  Berlin,  the 
Kaiser  and  his  heir  had  abdicated  and  fled  to  the  Netherlands  for  safety 
on  November  9.  Two  days  later,  the  German  delegates  signed  the  Armis- 
tice offered  them. 

At  11  in  the  morning  of  November  11,  1918,  the  military  phase  of 
World  War  I  came  to  its  end. 


CHAPTER  11 


WILSON 
AND  WORLD  SETTLEMENT 


WILSON'S  POSITION 

ON  NOVEMBER  7,  1918,  mistaken  news  of  an  armistice  set  off  wild 
tumult  in  the  United  States.  Hence,  for  many  Americans,  Novem- 
ber 11  was  rather  an  anticlimax.  And  an  aura  of  anticlimax  fogged  the 
peace  negotiations,  and  as  well  the  peace  which  time  proved  merely 
another  interval  between  wars.  When  Wilson  announced  that  he  meant 
to  attend  the  Peace  Conference  as  head  of  the  American  delegation,  he 
was  roundly  criticized:  except  for  Taff  s  brief  excursion  across  the  Mexi- 
can border,  no  President  had  left  American  soil  while  in  office;  Wilson 
should  not  depart  from  wholesome  precedent.  Furthermore,  the  nation 
needed  its  President  at  home  to  help  guide  the  transition  from  war  to 
a  peace  that  came  suddenly.  Many  Democrats  wanted  Wilson  to  mend 
party  fences  for  the  election  of  1920.  Opponents  of  isolationist  foreign 
policy  thought  Wilson  could  be  more  serviceable  in  the  United  States, 
educating  American  public  opinion  to  the  new  responsibilities  which  an 
altered  international  situation  had  created. 

Wilson  knew  he  was  most  needed  at  Paris. 

As  he  sailed  from  New  York  on  December  4,  1918,  Wilson's  position 
was  at  once  strong  and  perilous.  The  Democrats  had  lost  the  Congres- 
sional election  of  1918,  to  be  sure;  and,  later,  partisan  foes  were  to  charge 
that  he  left  the  United  States  a  repudiated  leader.  But  in  the  eyes  of  the 
world  his  strength  was  that  of  the  nation  he  represented.  Alone  among  the 
great  powers,  die  United  States  had  credit  to  offer  and  goods  to  supply: 
its  military  production  was  only  approaching  full  output;  its  fields  and 
factories  were  undamaged  by  war;  its  international  financial  position  had 
shifted  from  debtor  to  creditor.  The  United  States  had  economic  aid  to 
give,  and  the  powers  associated  with  it  required  aid  promptly  and  in 
quantity. 

On  the  other  hand,  the  United  States  had  no  need  to  take  part  in  any 
postwar  scrabbling  after  spoils.  It  had  no  territorial  ambitions.  It  had  no 
historical  compulsions  toward  revenge;  as  a  nation,  it  was  free  from  fear 
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and  unburdened  by  greed.  Wilson  himself  had  assumed  leadership  of 
the  world,  a  claim  some  Europeans  were  disposed  to  accept.  The  French 
philosopher,  Henri  Bergson,  went  so  far  as  to  declare  that  Wilson  held 
the  moral  leadership  which  had  once  been  a  papal  right.  Spiritually  and 
materially,  the  United  States  and  its  spokesmen  at  the  Peace  Conference 
possessed  a  strong  strategic  position;  given  tactical  skill,  they  might  exert 
pressure  to  make  the  peace  sufficiently  just  to  offer  hope  of  at  least 
relative  durability. 

In  a  sense,  the  story  of  the  peace  made  at  Versailles,  and  United  States 
reaction  to  it,  is  a  tale  of  tactical  error.  Wilson  thought  in  broad  general- 
ities. He  was  willing  to  accept  counsel  from  experts  on  matters  of  fact- 
as  early  as  the  spring  of  1917  a  Commission  of  Inquiry  was  set  up  to 
collect  and  formulate  data,  and  no  delegation  brought  a  larger  number 
of  professional  advisers  to  Paris-but  he  was  averse  to  concrete  planning 
in  advance.  The  Fourteen  Points  included  significant  economic  recom- 
mendations, but  Wilson  had  no  program  for  implementing  them.  On 
November  29,  1918,  he  rejected  a  French  proffer  of  a  tentative  agenda 
for  the  peace  conference.  When  Secretary  Lansing  asked  the  legal  ad- 
visers to  the  American  delegation  to  prepare  a  skeleton  draft  treaty, 
Wilson  turned  that  project  down  on  January  10,  1919.  Principles  were 
sufficient  for  Wilson;  he  did  not  wish  to  be  bound  by  a  previously- 
formulated  plan.  Consequently,  he  went  to  Paris  without  adequate  prep- 
aration and  the  Conference  itself  lost  sadly  needed  time. 

Secondly,  Wilson  failed  to  win  specific  Allied  acceptance  of  his  war 
aims;  yet  he  allowed  the  Germans,  and  indeed  his  own  people,  to  believe 
that  the  Allied  governments  did  adhere  to  the  position  set  forth  in  the 
Fourteen  Points  and  in  subsequent  addresses.  In  the  armistice  terms,  the 
British  reserved  the  right  to  redefine  freedom  of  the  seas;  the  French 
reserved  the  right  to  demand  payment  for  damages  suffered  by  civilians. 
While  Wilson  thus  assumed  his  "associated  powers"  (for  the  United 
States  never  formally  allied  itself  with  its  European  fellow-belligerents) 
agreed  with  his  concept  of  the  war's  objectives,  he  also  ignored  the 
significance  of  previous  inter-Allied  commitments.  In  1915,  France, 
Britain,  and  Russia  agreed  that  Britain  should  take  most  of  Germany's 
colonies  after  victory;  that  Russia  should  have  Constantinople  and  all 
Poland;  and  that  France  should  regain  Alsace-Lorraine  and  control  the 
west  bank  of  the  Rhine.  To  win  Italy  from  her  alliance  with  the  Central 
Powers,  she  was  promised  Trentino,  Trieste,  and  the  northeast  coast  of  the 
Adriatic,  and  territory  in  Africa  and  Asia  Minor.  After  Italy  was  thus 
brought  into  World  War  I  in  May,  1915,  Rumania  was  lured  with  similar 
bait  in  1916.  In  1916,  too,  the  Ottoman  Empire  was  partitioned,  in  pros- 
pective at  least.  Russia  was  to  receive  most  of  Armenia  and  the  land  south 
of  the  Black  Sea;  France  was  offered  the  Syrian  coastland  and  dominance 
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as  far  inland  as  Mosul  and  its  oil;  Britain  was  to  have  lower  Mesopotamia 
and  a  protectorate  over  Transjordania  and  Palestine.  In  1917,  Germany's 
Pacific  islands  were  divided  between  Japan  and  the  British  dominions, 
and  further  pledges  were  made  to  Italy  and  Greece  ( both  were  promised 
Smyrna,  incidentally).  Thus,  by  a  series  of  secret  treaties,  the  Allies  had 
divided  the  German,  the  Austro-Hungarian,  and  Ottoman  empires  to 
their  own  profit.  When  Wilson  met  the  Senate  Foreign  Relations  Com- 
mittee on  August  14,  1919,  he  declared  he  had  known  nothing  about  the 
secret  treaties  before  he  went  to  Paris.  Later,  the  head  of  the  British 
mission  to  the  United  States  showed  that  the  President  had  been  informed 
as  soon  as  the  United  States  became  a  belligerent.  In  November,  1917, 
moreover,  the  Russian  revolutionists  had  opened  the  Czarist  archives 
and  published  the  secret  treaties  in  gleeful  demonstration  of  the  character 
of  the  war  they  had  abandoned.  Whether  or  not  he  knew  of  the  existence 
of  the  secret  treaties  is,  however,  an  academic  question:  for  Wilson  was 
prepared  to  assume  that  his  appeal  to  the  moral  conscience  of  the  world 
would  establish  justice  in  the  long  run. 

Wilson's  errors  of  approach  to  the  process  of  treaty-making  were 
intensified  by  his  handling  of  the  situation  in  the  United  States.  On 
October  25,  1918,  during  the  Congressional  campaign,  Wilson  appealed 
for  the  election  of  Democrats;  "if  you  have  approved  of  my  leadership 
and  wish  me  to  continue  to  be  your  unembarrassed  spokesman  in  affairs 

at  home  and  abroad "  When  the  returns  came  in,  there  were  237 

Republicans  in  the  House  to  190  Democrats.  The  Senate  had  a  Republican 
majority  of  2;  more  important,  the  seating  of  Truman  H.  Newberry  of 
Michigan,  challenged  for  excessive  campaign  expenditures  and  finally 
forced  out  of  the  upper  house  in  1922,  gave  the  Republicans  votes  enough 
to  make  Henry  Cabot  Lodge  chairman  of  the  Foreign  Relations  Com- 
mittee. The  Republicans  had  been  reunited  in  1916.  Taft  and  Roosevelt 
themselves  had  healed  their  breach,  on  the  surface  at  least,  in  May,  1918, 
and  the  party  moved  in  a  rather  perilous  unity  thereafter. 

By  Wilson's  own  phrasing,  he  had  made  the  election  of  1918  appear 
a  repudiation  of  himself,  thus  weakening  his  position  as  against  the  heads 
of  state  with  whom  he  must  deal.  As  significantly,  Wilson  failed  to  realize 
the  consequence  of  a  Republican  victory.  A  vocal  element  in  that  party 
favored  a  vengeful  peace;  others  wanted  the  United  States  to  retire  from 
world  responsibility.  Hence,  it  was  necessary  to  conciliate  Republicans  of 
opposite  view.  Particularly,  Wilson's  postelection  position  counselled  con- 
ciliation of  the  Senate  and  careful  education  of  public  opinion.  That  lead 
Wilson  did  not  follow.  The  Senate,  as  a  body,  he  dismissed  as  "bungalow 
minds"  (whether  he  chose  the  epithet  to  indicate  lack  of  depth  or  in 
derogation  of  the  lower  middle  class  one  cannot  say).  Public  opinion, 
Wilson  regarded  as  his  in  fee.  Consequently,  when  he  decided  to  attend 
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the  Peace  Conference  as  a  delegate— itself  a  step  arousing  Republican 
and  Senate  opposition— he  did  not  choose  to  include  any  member  of  the 
Upper  House  among  his  fellows. 

Besides  himself  and  Secretary  of  State  Robert  Lansing,  Wilson  selected 
for  the  Commission  his  confidential  adviser,  E.  M.  House;  General  Tasker 
H.  Bliss,  United  States  military  delegate  to  the  Supreme  Allied  War 
Council;  and  Henry  White,  veteran  career  diplomat.  White  and  Bliss 
were  Republicans,  to  be  sure,  but  neither  was  sufficiently  "representative" 
a  Republican  to  soothe  party  sensibilities.  While  Wilson  handled  his 
political  opponents  thus  brusquely,  he  failed  to  inform  and  guide  the 
public  opinion  on  which  he  counted  for  backing  in  event  of  conflict  with 
the  Senate.  More  than  ever,  Wilson's  gift  for  sounding  generalities  seemed 
to  beguile  him.  Neither  in  his  message  to  Congress  of  December  2,  1918, 
nor  yet  in  his  Boston  speech  of  February  23,  1919,  did  Wilson  seize  the 
opportunity  for  presenting  specific  aims.  And  as  the  peace  treaty  was 
being  discussed,  Wilson  took  no  opportunity  of  sending  up  trial  balloons 
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to  test  American  public  opinion,  although  eager  newspapermen  abounded 
in  Paris. 

Before  the  Treaty  of  Versailles  was  presented  to  the  Senate  for  ratifica- 
tion, Wilson  had  thus  made  these  significant  tactical  errors.  He  minimized 
potential  opposition  in  the  Senate  and  among  Republicans.  He  failed  to 
conciliate  that  opposition  by  choosing  representative  party  men  as  his 
Republican  fellow  delegates.  He  failed  to  realize  the  real  departure  in 
American  foreign  relations  which  the  peace  settlement  meant  for  the 
average  voter.  Consequently,  he  neglected  to  foster  and  increase  his  real 
strength  in  American  public  opinion  by  making  full  use  of  his  ability  to 
persuade  and  to  inform  the  man  in  the  street.  In  relation  to  his  European 
colleagues,  on  the  other  hand,  Wilson  showed  himself  overly  confident: 
they  did  not  represent  their  people,  therefore  it  would  be  possible  to 
appeal  over  their  heads. 

THE  TREATY  OF  VERSAILLES 

In  that  illusion,  Wilson  was  encouraged  by  the  reception  accorded  him 
when  he  reached  Europe  in  mid-December,  1918.  Between  his  arrival 
and  the  first  plenary  session  of  the  Peace  Conference  in  January,  1919, 
Wilson  was  greeted  in  France,  England,  and  Italy  in  a  fashion  which 
made  him  believe  that  he  could  place  political  reliance  on  the  faith  cheer- 
ing crowds  showed  in  "Wilson  the  Just"  The  Peace  Conference  was 
delayed  largely  at  the  behest  of  Allied  necessity,  for  Lloyd  George  had 
a  general  election  to  face  and  French  and  Italian  political  leaders  hoped 
to  diminish  Wilson's  influence  by  procrastination.  During  the  interim, 
disorder  grew  in  Europe.  The  Allied  blockade  of  Germany  continued, 
barring  importation  of  food  and  the  resumption  of  normal  economic  life. 
Civil  war  and  Allied  intervention  made  revolution  doubly  damaging  in 
Russia.  Extremists  seized  power  in  Hungary  and  took  control  of  certain 
German  cities.  In  the  winter  and  spring  of  1919,  while  the  statesmen  were 
drafting  peace  terms,  European  society  seemed  about  to  disintegrate. 
The  pressure  was  enormous,  yet  it  was  not  sufficient  to  force  adequate 
procedure.  Not  until  April  was  it  finally  decided  that  the  treaty  should  be 
definitive  rather  than  the  mere  preliminary  arrangement  contemplated 
after  the  Armistice. 

As  a  delegate  to  the  Peace  Conference,  Wilson  tried  to  carry  the  entire 
United  States  burden.  He  declined  to  assign  to  others  any  significant  part 
of  his  task  beyond  drafting  and  the  ascertainment  of  facts.  In  addition 
to  attending  regular  sessions,  Wilson  was  the  leading  spirit  in  the  extra 
evening  sessions  given  to  devising  the  Covenant  of  the  League  of  Nations 
which  he  meant  to  make  part  of  the  treaty.  Although  half  the  world  had 
taken  part  in  the  war  and  all  the  world  was  affected,  only  five  powers 
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(the  United  States,  Britain,  France,  Italy,  and  Japan)  constituted  the 
Council  of  Ten  which  had  real  power  in  drafting  the  terms  of  peace. 
In  March,  1919,  Japan's  delegates  dropped  out;  further  sessions  were 
secret  meetings  of  the  Big  Four— Wilson,  Lloyd  George  for  England, 
Premier  Clemenceau  for  France,  and  Premier  Orlando  for  Italy.  The 
private  sittings  of  the  Big  Five  and  the  Big  Four  apparently  ignored  the 
first  of  the  Fourteen  Points  although  that  meant  covenants  to  be  fully 
and  publicly  known  when  drafted,  not  drafted  in  public,  Nor  did  Wilson 
make  up  for  that  apparent  flouting  of  his  own  principles  by  skilful 
handling  of  the  press.  Consequently  his  publicity  was  poor,  and  his  power 
to  influence  American  opinion  diminished. 

The  need  for  prompt  action  was  imperative  by  March,  hence  haste 
was  added  to  the  factors  making  a  just  and  durable  peace  a  secondary 
aim  of  certain  treaty  makers.  For  antithetical  purposes  animated  Wilson 
and  his  colleagues.  They  spoke  for  nations  which  meant  to  be  safe  and  to 
be  paid  for  their  suffering,  so  far  as  territorial  gain  and  indemnities  could 
pay;  Wilson  spoke  for  lasting  peace.  His  country  had  suffered  relatively 
little;  it  needed  no  protection  and  wanted  no  booty.  That  made  for  dis- 
interestedness. It  also  handicapped  Wilson  in  diplomatic  bargaining.  His 
one  desire  was  to  put  a  League  of  Nations  into  the  peace  treaty  and  on 
that  he  would  not  compromise.  Against  certain  Allied  demands  Wilson 
also  stood  firm.  France  wanted  control  of  the  Rhineland  and  possession 
of  the  Saar.  Before  France  gave  way,  Wilson  ordered  his  official  ship, 
the  George  Washington,  to  sail  to  Europe  in  implied  threat  to  leave  the 
Conference.  France  yielded  in  return  for  treaties  in  which  the  United 
States  and  Britain  agreed  to  aid  France  if  it  were  attacked  by  Germany. 
Italy  wanted  colonies  in  Africa  and  Asia  Minor  as  well  as  the  Dalmatian 
port  of  Fiume,  a  concession  which  made  no  part  of  the  secret  treaty  of 
1915.  Wilson,  however,  refused  to  allow  the  new  state  of  Yugoslavia  to  be 
deprived  of  Fiume  as  an  outlet  to  the  Adriatic.  He  appealed  to  the  people 
of  Italy  on  the  Fiume  issue  and  their  response  showed  him  how  little 
plaudits  weighed  against  fancied  national  interest  in  territorial  gain.  As  a 
protest  against  Wilson's  attitude,  the  Italian  delegates  withdrew  from  the 
Peace  Conference  on  April  24;  in  the  interval  before  their  return,  Italy 
was  denied  a  portion  of  dismembered  Turkey  and  her  colonial  ambitions 
went  unfulfilled.  (Italian  poet  d'Annunzio  occupied  Fiume  by  force  in 
1919,  but  the  Italo-Yugoslav  treaty  of  1920  transformed  it  into  a  "free 
city.")  Although  Wilson  did  not  prevent  Japan  from  taking  over  Ger- 
many's concessions  in  Shantung,  Japanese  status  was  so  circumscribed 
that  only  economic  privileges  were  permanent;  nominally,  at  least,  politi- 
cal control,  and,  therefore,  sovereignty  was  to  revert  to  China. 

Perhaps  Wilson's  most  conspicuous  failures  at  the  Conference  were 
in  the  economic  field.  Despite  the  huge  loans  which  the  principal  Allied 
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countries  asked  and  received  from  the  United  States,  Wilson  did  not  try 
trading  credits  for  peace  terms.  He  permitted  the  Allies  to  include  the 
cost  of  pensions  to  their  soldiers  in  the  reparations  Germany  must  assume. 
He  did  not  insist  that  reparations  be  set  at  a  fixed  sum  to  be  paid  in  a 
specified  time.  And  by  demanding  that  the  Treaty  of  Versailles  be  final 
rather  than  preliminary,  he  made  certain  that  it  would  be  drafted  in 
haste  and  repented  at  leisure.  On  May  7,  1919,  the  treaty  was  presented 
to  the  Germans,  who  received  it  with  angry  protest,  the  more  intense 
because  the  decision  to  make  it  definitive  had  excluded  them  from  any 
share  in  its  drafting.  On  June  20,  Marshall  Foch  was  ordered  to  march 
into  Germany  unless  the  German  delegates  signed  the  draft  as  offered, 
with  a  few  amendments.  They  accepted. 

The  following  were  the  principal  provisions  of  the  Treaty  of  Versailles. 
In  Europe,  Germany  ceded  the  following  territories :  to  France,  Alsace- 
Lorraine;  to  Belgium,  Eupen  and  Malmedy;  to  Poland,  Posen  and  West 
Prussia;  to  the  Allies,  the  city  of  Memel  which  was  awarded  to  Lithuania 
in  1923.  Germany  agreed  to  plebiscites  in  Upper  Silesia  and  East  Prussia, 
on  the  issue  of  German  or  Polish  rule;  in  Schleswig,  on  the  issue  of  Danish 
or  German  rule;  in  the  Saar,  on  the  issue  of  international,  German,  or 
French  rule.  But  the  coal  of  the  Saar  was  to  go  to  France  for  15  years 
in  compensation  for  German  destruction  of  French  mines  during  occupa- 
tion. Danzig  was  to  be  a  free  city  under  international  rule  in  order  that 
Poland  might  have  access  to  the  Baltic  Sea.  Germany  ceded  her  colonies 
and  protectorates.  Japan  took  Shantung  and  German  Pacific  islands  north 
of  the  Equator.  The  African  colonies  were  divided  among  France,  Bel- 
gium, Britain,  and  the  Union  of  South  Africa.  In  addition,  Germany 
renounced  special  rights  and  privileges  in  China,  Morocco,  Turkey,  Siarn, 
and  Egypt. 

Germany  also  agreed  to  abolish  conscription;  to  cut  its  army  to  100,000; 
to  remove  fortifications  from  its  western  frontier  to  a  line  50  kilometers 
east  of  the  Rhine;  to  reduce  its  navy  sharply;  to  abandon  submarines  and 
military  aviation;  to  demilitarize  its  Baltic  coast;  and  to  surrender  its 
fourteen  submarine  cables.  Because  it  was  responsible  for  causing  vast 
damage  to  the  Allied  governments  and  people,  Germany  was  to  pay 
reparations  in  a  total  sum  to  be  fixed  later,  but  with  $5  billion  as  an 
initial  payment.  In  addition,  it  was  to  cede  most  of  its  merchant  shipping 
and  to  build  ships  at  the  rate  of  100,000  tons  a  year  to  replace  ships 
destroyed.  Britain  and  France  received  most  of  the  larger  vessels  given 
up,  while  Belgium  and  Greece  shared  largely  in  the  trawlers  and  fishing 
boats  turned  over,  and  Poland  and  Czechoslovakia  took  over  many  river 
craft.  Germany  was  to  deliver  coal,  horses,  and  cattle  to  France,  Italy, 
and  Belgium.  In  addition,  it  was  required  to  return  stolen  works  of  art 
and  to  make  up  for  the  burning  of  the  University  of  Louvain  by  giving 
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that  institution  prints,  manuscripts,  incunabula,  and  other  objects  of 
equal  value  and  number  to  those  destroyed.  As  security  for  fulfillment 
of  treaty  terms,  the  Allies  were  to  occupy  the  left  bank  of  the  Rhine, 
together  with  Cologne,  Coblentz,  and  Mainz  on  the  right  bank. 

Although  the  United  States  took  only  a  minor  part  in  the  war  against 
Austria-Hungary  and  never  declared  war  on  either  Bulgaria  or  Turkey, 
the  peace  treaties  with  those  countries  made  part  of  the  European 
settlement,  hence  their  provisions  may  be  briefly  considered.  By  the 
Treaty  of  St.  Germain,  September  10,  1919,  Austria  recognized  the  inde- 
pendence of  Hungary,  Poland,  Yugoslavia,  and  Czechoslovakia,  and  ceded 
the  territories  which  comprised  them.  The  territory  remaining  to  Austria 
constituted  a  small  German-speaking  state  with  no  economic  reason  for 
existence,  forbidden  to  unite  itself  with  Germany.  Like  Austria,  Bulgaria 
was  forced  to  cut  its  army  by  the  Treaty  of  Neuilly,  November  27,  1919, 
to  pay  an  indemnity,  and  to  cede  territory:  the  Dobrudja  to  Rumania, 
most  of  Macedonia  to  Yugoslavia,  and  the  coast  of  Thrace  to  Greece. 
After  the  Communist  government  of  Bela  Kun  in  Hungary  was  defeated 
by  Rumanian  troops  and  Hungarian  monarchists,  the  Treaty  of  the 
Trianon  was  signed  on  June  4,  1920.  By  its  terms,  Hungary  was  reduced 
to  a  predominantly  Magyar  state  without  seaports  or  armies,  while 
Czechoslovakia,  Rumania,  and  Yugoslavia  received  more  than  half  of  its 
prewar  territory.  Final  peace  with  Turkey  was  not  achieved  until  1923 
when  the  Treaty  of  Lausanne  was  signed.  For  Turkey  refused  to  be 
divided  according  to  the  Allied  plan  laid  down  in  the  Treaty  of  Sevres 
of  August,  1920;  by  military  action,  the  Turks  forced  the  Italians  out  of 
southern  Anatolia,  the  French  out  of  Cflicia,  and  the  Greeks  out  of  Asia 
Minor. 

The  Treaty  of  Versailles  and  the  peace  settlement  it  represented  dis- 
appointed liberals  and  idealists  among  Wilson's  followers.  It  angered 
the  Germans,  who  had  hoped  for  more  lenient  terms,  and  disappointed 
sectors  of  Allied  opinion  which  wanted  vengeance  for  security's  sake. 
The  treaty  arrangements  took  insufficient  account  of  reality,  both  on  the 
economic  and  the  political  level.  From  the  nationalist  point  of  view,  for 
example,  Austria-Hungary  was  an  oppressive  anachronism.  Yet  it  con- 
stituted an  economic  unit  for  which  the  "succession  states"  with  then- 
tariff  walls  were  no  adequate  substitute  however  well  they  might  satisfy 
national  aspirations.  The  reparations  demanded  of  Germany  obliged  it  to 
mortgage  its  future  for  a  time  unknown  and  a  sum  unspecified.  Repara- 
tions in  coal  and  shipping,  moreover,  took  no  account  of  Allied  miners 
and  shipbuilders  who  would  be  put  out  of  jobs.  The  treaty  ignored 
political  reality  as  thoroughly.  Italy  was  denied  the  full  compensation 
promised  for  its  entry  into  the  war,  while  France  and  Britain  took  posses- 
sion of  oil  and  ports  in  Asia  Minor  and  of  Germany's  African  colonies  as 
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well.  More  serious  was  the  fact  that  the  treaty  humiliated  Germany,  yet 
left  it  able  to  make  its  resentment  more  than  verbal.  Germany  was  forced 
to  yield  all  its  colonies  and  to  admit  that  its  nationals  were  too  brutal 
to  have  power  over  dependent  peoples.  The  demilitarization  of  Germany, 
on  the  other  hand,  did  not  prevent  the  growth  of  an  army  in  the  guise  of 
a  police  force.  Germany  was  permitted  to  retain  part  of  its  war  industry 
intact  and  the  war  potential  of  its  heavy  industry  was  not  markedly 
diminished.  As  study  of  the  next  decade  will  show,  the  German  economy 
revived  rapidly— largely  with  money  borrowed  from  United  States  in- 
vestors—but the  effect  of  continuing  the  blockade  for  half  a  year  after 
the  Armistice  and  the  drain  of  such  reparations  payments  as  were  actually 
made  intensified  the  anger  which  the  treaty  awakened. 

Wilson  recognized  the  inadequacies  of  the  Versailles  settlement,  hence 
he  was  the  more  convinced  of  the  need  for  a  League  of  Nations  which 
would  make  adjustments  possible.  He  worked  to  make  the  League 
Covenant  an  integral  part  of  the  treaty,  therefore;  the  struggle  to  secure 
Senate  ratification  of  the  treaty  was  actually  a  fight  to  bring  the  United 
States  into  the  League  of  Nations. 

Wilson  himself  had  not  been  a  pioneer  in  activity  for  organization  to 
secure  world  peace.  In  1915,  the  journalists  Hamilton  Holt  and  William 
B.  Rowland,  the  legal  scholar  Theodore  Marburg,  A,  Lawrence  Lowell, 
president  of  Harvard,  Alton  B.  Parker,  and  William  Howard  Taft  were 
among  those  who  joined  the  newly-established  League  to  Enforce  Peace. 
This  planned  an  international  organization  for  the  use  of  economic  and 
even  military  force  against  any  nation  which  went  to  war  without  first 
seeking  to  settle  its  dispute  by  resort  to  an  international  court  or  by 
appeal  to  a  council  of  conciliation.  In  addition,  the  League  to  Enforce 
Peace  sought  to  make  international  law  more  certain  by  setting  up  con- 
ferences for  its  codification.  The  LEP  won  some  support  from  English- 
men like  Lord  Grey  and  Sir  James  Bryce,  but  Wilson  himself  was  not 
especially  impressed.  He  looked  toward  an  international  organization 
based  on  the  principle  set  down  in  a  Pan-American  Treaty  proposed  in 
1915;  mutual  guarantee  of  political  independence  and  territorial  integrity. 
As  World  War  I  continued,  Wilson  became  increasingly  convinced  that 
world  organization  was  necessary  if  this  war  were  to  end  wars;  and  a 
League  of  Nations  was  the  last  of  his  Fourteen  Points.  When  the  Peace 
Conference  assembled  in  1919,  the  Phillimore  Committee  of  the  British 
Parliament  had  already  completed  its  report  on  an  international  body 
which  helped  supply  a  framework  for  the  League;  and  Wilson  had  won 
Jan  C.  Smuts,  Lord  Robert  Cecil,  and  Leon  Bourgeois  to  his  view  of  the 
crucial  importance  of  a  League  of  Nations.  The  Conference's  second 
plenary  session  of  January  25,  1919,  agreed  to  make  a  league  an  integral 
part  of  the  treaty.  Unfortunately,  Wilson  failed  to  take  advantage  of  his 
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position  and  kept  draft  projects  secret  instead  of  using  judicious  'leaks" 
to  test  public  opinion  and  to  conciliate  Senatorial  opposition. 

In  its  final  form,  the  League  Covenant  provided  for  an  Assembly  in 
which  all  member  nations  had  an  equal  voice;  and  a  Council  of  9  mem- 
bers, five  permanent-Britain,  France,  Italy,  Japan,  the  United  States-and 
four  chosen  by  the  Assembly.  In  case  of  an  international  dispute,  members 
promised  to  submit  to  arbitration  or  inquiry  and  not  to  make  war  until 
three  months  after  the  award.  Justiciable  disputes  were  to  be  referred  to 
a  Permanent  Court  of  International  Justice.  Other  controversies  might 
be  placed  either  before  the  League  Assembly  or  its  Council;  the  vote  must 
be  unanimous  in  the  latter  instance  and  by  a  majority  vote  in  the  former; 
but  in  neither  case  might  the  parties  to  the  dispute  vote.  Should  a  partici- 
pant in  an  international  dispute  fail  to  accept  the  League's  recommenda- 
tions and  resort  to  force,  economic  and  military  sanctions  might  be 
brought  to  bear.  At  the  core  of  the  League  was  Article  X,  which  repeated 
the  substance  of  the  proposed  Pan-American  Treaty  of  1915  in  its  mutual 
guarantee  of  political  independence  and  territorial  integrity.  The  League 
was  charged  with  preparing  plans  for  the  reduction  of  armaments,  It  was 
also  given  the  duty  of  administering  such  internationalized  areas  as 
Danzig  and  the  Saar,  of  conducting  the  plebiscites  provided  for  by  the 
territorial  articles  of  the  peace  settlement,  and  of  supervising  the  admin- 
istration of  Turkish  territory  and  former  German  colonies  ceded  as 
mandates  to  the  Allies. 

On  February  14,  1919,  Wilson  presented  the  League  Covenant  to  a 
plenary  session  of  the  Peace  Conference  in  an  eloquent  address.  Almost 
immediately,  he  sailed  for  the  United  States:  the  Congressional  short 
session  was  drawing  to  its  close  and  domestic  legislation  required  Presi- 
dential attention.  When  Wilson  reached  the  United  States,  he  knew  the 
League  project  was  opposed  by  many  Republicans.  In  letters  to  Peace 
Commissioner  Henry  White,  Elihu  Root  had  stressed  the  fact  that  in  any 
international  organization  to  promote  peace,  each  nation  must  be  free 
to  take  only  such  action  as  it  chose  against  those  who  endangered  the 
peace.  On  December  21S  1918,  Senator  Lodge  had  drafted  a  memoir  for 
White  which,  he  suggested,  the  commissioner  use  as  a  means  of  strength- 
ening the  European  ministers  against  Wilson  in  the  negotiations.  Since 
opponents  of  the  League  made  so  much  of  its  involving  the  United  States 
in  European  conflicts,  it  is  interesting  to  see  that  Lodge  declared  himself 
ready  to  have  the  United  States  participate  in  guarding  a  neutralized 
Dardanelles,  share  in  protecting  the  new  Baltic  states  of  Esthonia, 
Latvia,  and  Lithuania,  and  even  guarantee  their  new  status  to  Alsace- 
Lorraine,  Greece,  Poland,  Yugoslavia,  and  Czechoslovakia. 

Although  White  never  used  the  Lodge  memoir  against  his  chief,  Wilson 
was  aware  of  opposition.  On  February  23,  1919,  after  landing  at  Boston, 
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Wilson  replied  to  that  opposition,  but  in  eloquent  generalities,  not  in 
phrases  useful  for  fighting.  Three  days  later,  he  invited  the  Senate 
Foreign  Relations  Committee  to  discuss  the  issue  with  him.  Wilson  sub- 
mitted to  sharp  questioning  but  he  made  no  converts.  Indeed,  by  March  4, 
a  Republican  filibuster  forced  a  special  session.  A  deft  Republican  parlia- 
mentary maneuver  warned  Wilson  of  trouble  to  come.  At  12:02  on  the 
morning  of  March  4,  Senator  Lodge  offered  a  resolution  of  immediate 
peace  which  directed  post- 
ponement of  a  League  of  Na- 
tions plan  until  after  a  peace 
treaty  had  been  drawn.  In- 
stead of  voting  down  the  res- 
olution, the  lameduck  Demo- 
cratic majority  supported  the 
chair  in  declaring  the  resolu- 
tion out  of  order.  Whereupon, 
in  the  famous  "round  robin," 
39  Republican  Senators  de- 
clared that  they  would  have 
voted  for  the  resolution  if 
given  the  opportunity.  And 
39  votes  were  sufficient  to 
prevent  ratification  by  the 
constitutional  two-thirds 
majority. 

That  night,  in  a  speech  in 
New  York,  Wilson  defied  his 
Senate  opponents:  he  would 
so  weave  the  League  into  the 
treaty  that  the  two  could  not  be  separated.  Yet,  when  Wilson  went  back 
to  the  Peace  Conference,  he  secured  five  further  meetings  of  the  League 
Commission.  At  these,  the  Covenant  was  modified  on  four  essential 
points:  the  Monroe  Doctrine  was  recognized  as  a  regional  understanding 
compatible  with  the  Covenant;  members  were  permitted  to  withdraw 
upon  two  years'  notice;  domestic  issues,  such  as  immigration  and  tariff, 
were  not  to  be  regarded  as  proper  material  for  League  consideration;  and 
were  permitted  to  refuse  League  mandates. 


McCutcheon  in  the  Chicago  Tribune 
PINNING   IT  ON 


THE  STRUGGLE  FOR  RATIFICATION 

When  Wilson  returned  to  Paris  on  July  8,  1919,  the  Covenant  of  the 
League  was  the  first  article  in  the  Versailles  Treaty  (and  in  each  treaty 
subsequently  concluded  with  the  Central  Powers).  Moreover,  numerous 
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continuing  problems  such  as  reparations  had  been  referred  to  commis- 
sions to  be  organized  under  the  League.  The  League  and  the  treaty  were 
one,  as  Wilson  had  threatened.  To  secure  peace,  the  Senate  must  vote  on 
the  League.  Wilson  had  made  certain  that  the  issue  could  be  neither 
evaded  nor  indefinitely  postponed.  He  had  also  burdened  the  League 
with  the  treaty's  defects. 

In  March,  1919,  American  opinion,  as  expressed  by  the  views  of  Ameri- 
can newspapers,  favored  United  States  membership  in  a  League  of 
Nations:  The  Literary  Digest  reported  718  papers  supporting,  181  oppos- 
ing, and  478  supporting  conditionally.  Wilson  regarded  the  four  changes 
he  had  secured  in  the  Covenant  as  adequately  meeting  objections.  He 
might  well  consider  the  public  behind  him.  Actually,  the  crucial  Senate 
opinion  divided  into  three  groups:  approval  of  the  Covenant  as  it  stood; 
hostility  to  any  plan  for  international  co-operation  which  would  divert 
the  United  States  from  its  traditional  isolation  from  European  affairs; 
approval  of  the  Covenant  with  reservations.  The  last  held  the  balance  of 
power,  hence  it  was  the  objective  of  Wilson  and  of  his  opponents. 
Inevitably,  the  struggle  to  bring  the  United  States  into  the  League  moved 
in  the  aura  of  an  approaching  Presidential  campaign.  Anti-League  action 
was  fostered  by  hope  for  partisan  advantage.  Such  pro-League  Republi- 
cans as  Taft  detested  Wilson  and  saw  party  gain  in  baiting  him.  The 
Republicans  had  healed  the  wounds  of  1912,  but  not  so  thoroughly  that 
no  new  split  was  to  be  feared.  Thus,  although  the  body  of  opinion  among 
people  and  Senate  alike  favored  the  League  in  the  spring  of  1919,  shrewd 
maneuvering  might  alter  that.  Particularly,  such  maneuvering  could  put 
the  onus  of  rejection  upon  Wilson  and  so  accumulate  ammunition  against 
the  Democrats  in  1920.  Wilson's  enemies  rallied  to  the  standard.  George 
Harvey  joined  Hearst  in  the  newspaper  campaign  against  the  League, 
and  Harvey  secured  the  necessary  funds  for  anti-League  publicity  from 
Henry  C.  Fiick  and  Andrew  Mellon.  In  the  Senate,  Lodge,  as  chairman 
of  the  Foreign  Relations  Committee,  led  the  fight  with  parliamentary 
sMU  whetted  by  personal  animosity. 

While  the  Republicans  planned  their  attack  for  party  advantage,  the 
Democrats  relied  on  Wilson's  leadership.  Illness  had  wearied  the  Presi- 
dent before  he  returned  with  the  treaty.  His  conviction  of  righteousness 
hardened.  His  belief  that  public  opinion  favored  the  League  made  him 
more  confident  than  the  facts  warranted,  and  yet  less  ready  to  meet  the 
facts  or  admit  them.  Repeatedly,  as  has  been  pointed  out,  Wilson  let 
slip  opportunities  to  strengthen  his  supporting  opinion.  More  important- 
since  treaty  ratification  can  be  defeated  by  a  Senate  minority  and  senators 
can  be  less  responsive  to  the  electorate  than  their  colleagues  in  the  House 
—Wilson  failed  to  realize  his  need  for  conciliating  the  Senate.  He  had 
made  no  senator  a  member  of  the  Peace  commission.  He  had  used  no 
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effective  methods  to  secure  Senate  advice.  Even  in  the  matter  of  present- 
ing the  treaty  he  had  been  less  than  tactful.  To  prevent  premature  dis- 
cussion, the  Peace  Conference  decided  to  keep  the  terms  of  the  treaty 
confidential,  even  after  it  had  been  presented  to  the  Germans.  The  latter 
had  no  such  scruples  and  soon  spread  copies  broadcast.  But  the  United 
States  Senate  had  its  first  unofficial  sight  of  the  treaty  not  by  favor  of 
the  President,  but  indirectly  through  Admiral  Sims,  Elihu  Root,  and 
Senator  Lodge.  On  June  9,  1919,  Senator  Borah  read  the  treaty  into  the 
Congressional  Record.  A  month  later,  on  July  10,  Wilson  presented  the 
treaty  for  ratification  in  a  speech  which  imbedded  the  issues  in  vague 
and  lofty  phrases.  Wilson  was  confident  in  spite  of  his  awareness  of 
opposition:  the  people  were  for  the  League;  the  Senate  had  never 
rejected  a  peace  treaty. 

The  Republicans  adopted  Fabian  tactics.  Delay  would  give  opportu- 
nity for  other  issues  to  make  the  League  of  secondary  interest:  for 
demobilization,  industrial  unrest,  and  the  high  cost  of  living  offered  sharp 
competition  for  public  attention.  In  the  Senate,  Republican  opinion  was 
divided  between  acceptance  of  the  League  with  reservations,  and  opposi- 
tion to  the  League  on  any  terms.  As  his  Republican  colleagues  on  the 
Foreign  Relations  Committee,  Lodge  chose  a  disproportionate  number 
of  such  "irreconcilables."  In  curious  tribute  to  his  committee's  literacy, 
Lodge  took  two  weeks  to  read  the  treaty  aloud.  Then,  from  July  31  to 
September  12,  the  Committee  held  public  hearings.  Since  the  President 
had  refused  it  transcripts  of  notes  taken  at  meetings  of  the  Council  of 
Ten  and  the  Council  of  Four,  and  of  the  draft  treaties  with  Austria, 
Hungary,  Turkey,  and  Bulgaria,  such  hearings,  unusual  as  they  were, 
constituted  the  only  means  by  which  the  Committee  could  secure  infor- 
mation. On  August  19,  the  Committee  queried  President  Wilson  himself. 
Article  X  was  the  chief  object  of  their  anxiety.  It  was  vital,  though  merely 
permissive,  Wilson  told  the  committee  and  any  reservation  to  it  would 
strike  at  the  heart  of  the  Covenant.  Senator  Harding  was  dubious:  the 
United  States,  in  his  opinion,  would  not  be  compelled  to  honor  a  merely 
moral  obligation. 

A  few  weeks  later,  as  it  was  evident  that  the  senators  had  not  been 
won  and  that  the  League  was  losing  ground  among  the  people,  Wilson 
decided  to  bring  the  issue  before  them  in  a  series  of  addresses.  The 
decision  was  a  mistake.  Even  if  Wilson  had  been  able  to  replace  incum- 
bent Republicans  with  Democrats  as  a  result  of  the  tour  he  began  on 
September  3,  he  still  would  not  have  votes  sufficient  to  ratify  the  treaty; 
meanwhile,  in  leaving  Washington,  he  turned  the  task  of  guiding  the 
treaty  and  winning  Republican  votes  to  Senator  Gilbert  M.  Hitchcock 
of  Nebraska,  who  was  not  up  to  the  task.  The  Democratic  side  of  the 
Senate  had  no  tongues  to  match  Moses,  Brandegee,  Borah,  and  Johnson 
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of  the  irreconcilables;  nor  had  it  parliamentary  strategists  to  cope  with 
Lodge.  Wilson's  leadership  was  crucial,  and  Wilson  had  taken  the  stump. 
After  three  weeks,  he  became  too  ill  to  continue.  On  October  2,  after  his 
return  to  Washington,  Wilson  was  stricken  with  cerebral  thrombosis. 
His  condition  was  carefully  concealed  for  many  weeks.  Wilson  recovered, 
to  a  considerable  degree,  but  the  effect  of  his  illness  made  him  far  too 
tense  and  irritable  to  carry  on  a  struggle  where  compromise  was  of  the 
essence. 

On  September  10,  while  Wilson  was  speaking  for  the  League,  the 
Foreign  Relations  Committee  reported  the  treaty  to  the  Senate  with 
45  textual  amendments  and  4  reservations.  By  November  6,  the  amend- 
ments had  been  voted  down.  Lodge  then  offered  14  reservations,  prefixed 
by  a  declaration  that  United  States  ratification  was  not  binding  unless 
three  of  the  four  other  major  powers  accepted  the  reservations  in  writing. 
The  significant  Lodge  reservations  ran  as  follows:  the  United  States 
declared  itself  unwilling  to  recognize  the  compromise  on  Shantung;  the 
Monroe  Doctrine  was  to  be  exempted  from  League  discussion;  domestic 
issues  were  to  be  excluded  from  League  jurisdiction  and  the  United 
States  was  to  be  sole  judge  of  what  constituted  a  "domestic"  issue;  Con- 
gress must  act  before  the  United  States  could  accept  a  League  mandate; 
the  United  States  undertook  no  obligation  to  act  under  Article  X  without 
the  direction  of  Congress;  finally,  the  United  States  was  not  to  be  bound 
by  any  League  action  on  which  any  member  with  satellites  cast  more 
than  one  vote. 

The  Lodge  reservations,  Wilson  maintained,  were  either  meaningless 
or  destructive,  requiring  fresh  negotiations  and  imperilling  the  peace 
settlement.  Wilson  was  particularly  opposed  to  the  denial  of  American 
obligation  under  Article  X.  Nevertheless,  in  September,  Wilson  drew  for 
Senator  Hitchcock's  guidance  a  series  of  acceptable  reservations  which 
resembled  Lodge's  in  meaning  though  not  in  manner.  Skilful  dickering 
might  have  won  support  for  ratification  on  those  terms;  but  in  the  interval, 
when  Wilson  might  have  led  the  effort  for  compromise,  he  was  on  his 
speaking  tour.  Before  ratification  with  the  Lodge  reservations  came  up 
for  a  vote  on  November  19,  Colonel  House,  Bernard  Baruch,  Herbert 
Hoover,  and  the  League  to  Enforce  Peace  urged  the  Senate  to  accept. 
Wilson  directed  Democrats  to  vote  No.  When  the  senators'  responses 
were  tallied,  39  were  for  the  treaty  with  the  Lodge  reservations,  and 
54  against:  all  the  Democrats  but  4  had  joined  the  13  irreconcilable 
Republicans.  For  the  treaty  without  reservations  the  count  stood  38  to  53, 
with  7  Democrats  and  all  the  Republicans  voting  No.  A  motion  to  re- 
consider was  defeated,  and  the  Senate  adjourned,  thus  preventing  Sena- 
tor Hitchcock  from  offering  reservations  acceptable  to  Wilson. 

During  the  short  session,  Wilson  continued  obdurate.  In  a  letter  to 
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Democrats  gathered  at  a  Jackson  Day  dinner,  he  declared  that  the  Repub- 
licans should  accept  the  treaty,  reject  it,  or  make  the  next  election  "a  great 
and  solemn  referendum"  on  the  issue.  Pro-League  Republicans  like  Taft 
and  Wickersham  and  nonpolitical  figures  like  A.  Lawrence  Lowell  and 
Cardinal  Gibbons  urged  compromise  on  Wilson.  In  a  letter  to  the  London 
Times  in  January,  1920,  Lord  Grey,  whom  Wilson  had  been  too  ill  to 
receive  while  he  was  in  the  United  States  as  special  envoy,  declared  that 
the  bulk  of  the  Lodge  reservations  were  unobjectionable  to  the  Allies. 
In  February,  the  Senate  resumed  debate  on  ratification.  By  this  time, 
Lodge  no  longer  made  that  contingent  on  specific  Allied  acceptance  of 
his  reservations.  Wilson  declared,  at  the  end  of  the  month,  that  if  ratifica- 
tion carried  the  Lodge  reservations  he  would  pocket  veto  the  measure. 
The  drama  moved  to  denouement:  on  March  8,  when  the  Senate  decided 
to  limit  debate,  Wilson  instructed  Senator  Hitchcock  and  the  Democrats 
to  vote  down  the  treaty  with  the  Lodge  reservations.  On  March  19,  the 
treaty  with  those  reservations  received  49  votes  (28  Republicans  and  21 
Democrats)  against  35  (12  Republicans  and  23  Democrats). 

Responsibility  for  the  Senate  defeat  of  the  Versailles  Treaty  must  be 
divided  between  Republican  desire  for  partisan  advantage  and  Wilson's 
intransigence.  He  had  made  many  compromises  to  put  the  League  into 
the  treaty;  to  secure  its  ratification  by  the  Senate,  he  refused  to  make 
further  concessions.  In  the  struggle,  Wilson  mistook  his  own,  strength  and 
underrated  that  of  his  opponents.  As  if  he  were  a  British  Prime  Minister, 
Wilson  persisted  in  "going  to  the  country":  appealing  to  public  opinion 
when  that  was  all  but  irrelevant,  since  it  could  not  effectually  sway  Sen- 
ate votes;  and  thrusting  League  membership  into  the  campaign  of  1920 
when,  as  student  and  practitioner  of  politics,  he  should  have  had  deeper 
knowledge  of  the  nature  of  Presidential  elections  and  their  "mandates." 
Yet,  if  Senate  failure  to  ratify  the  treaty  may  be  laid  at  Wilson's  door,  it 
must  be  realized  that  provocation  came  from  his  opponents,  and  was  most 
skilfully  administered. 

In  consequence  of  the  vote  of  March  19,  the  United  States  remained 
at  war  two  years  longer,  for  on  May  27,  1920,  Wilson  vetoed  a  joint  reso- 
lution of  Congress  declaring  the  war  at  an  end,  Formal  peace  with  Ger- 
many, Austria,  and  Hungary  was  concluded  in  1922,  after  the  joint 
resolution  of  July  21,  1921  had  ended  hostilities.  With  the  United  States 
thus  nominally  in  a  state  of  war,  the  Espionage,  Sedition,  and  Trading- 
with-the-Enemy  Acts  remained  in  force,  justifying  strong  executive  activ- 
ity against  expressions  of  dissent.  As  regards  international  relations, 
rejection  of  the  treaty  and  the  League  of  Nations  meant  retirement  of  the 
United  States  from  a  leading  part  in  the  world  theater. 

For  the  next  decade  and  a  half,  the  United  States  struggled  to  evade 
a  responsible  role  in  international  relations.  Immediately,  the  Senate's 
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delay  and  failure  to  ratify  the  treaty  marked  a  rift  among  Germany's  foes 
strong  enough  to  encourage  its  militarists;  liberals  were  discouraged  by 
United  States  failure  to  join  the  League;  and  the  economic  recovery  of 
Europe  was  hampered  by  armed  conflicts  which  uncertainty  of  American 
policy  furthered.  Most  important,  the  League  itself  was  skewed  from  its 
original  purpose.  Although  not  planned  to  mitigate  the  economic  rivalries 
which  exacerbated  European  nationalism,  with  United  States  member- 
ship the  League  might  have  been  a  means  of  furthering  justice  in 
international  relations  rather  than  an  instrument  to  maintain  the  post- 
Versailles  status  quo. 

THE  ELECTION  OF  1920  • 

V  On  June  8,  1920,  the  Republican  Presidential  convention  gathered  at 
Chicago.  It  was  dominated  by  senators,  Lodge  as  keynoter  and  perma- 
nent chairman,  Watson  as  framer  of  the  platform,  Johnson,  Borah,  and 
Harding  among  the  possible  nominees,  and  Boies  Penrose  of  Pennsylvania 
playing  the  role  of  Boss  by  telephone.  The  platform  itself  was  the  work 
of  senators,  although  its  chief  ornament— an  international  relations  plank 
strong  enough  to  support  putting  the  United  States  into  the  League  or 
keeping  it  out—testified  to  the  skilled  carpentry  of  Elihu  Root.  On  domes- 
tic issues,  the^  platform  urged  a  return  to  high  tariffs  and  the  golden  days 
of  William  McKinley.  Above  all,  the  platform  promised  deliverance  from 
Wilson  and  all  his  works. 

Before  his  death  in  1919,  Theodore  Roosevelt  had  been  looked  to  as  a 
promising  candidate  for  nomination  in  1920.  Thereafter,  General  Leonard 
Wood  and  Governor  Frank  O.  Lowden  of  Illinois  seemed  the  most  likely 
candidates,  with  Herbert  Hoover  a  possibility  since  he  had  made  his  party 
affiliation  clear.  General  Wood's  early  advantage  was  sharply  reduced 
after  New  York  World  articles  and  a  Senate  investigation  showed  that  his 
backers  had  spent  more  than  a  million  dollars  in  his  preconvention  cam- 
paign. When  Wood  and  Lowden  seemed  deadlocked,  Lodge  adjourned 
the  convention  on  June  117  although  most  of  the  delegates  were  opposed 
to  that  action.  Meanwhile,  party  leaders  cast  about  for  a  candidate  who 
could  bring  their  party  harmony.  The  political  acumen  of  H.  M.  Daugh- 
erty  of  Ohio  convinced  the  seekers  that  Senator  Warren  G.  Harding  was 
their  man.  In  a  long  and  undistinguished  political  career,  Harding  had 
done  nothing  more  likely  to  promote  disharmony  than  make  a  speech 
nominating  Taft  in  1912;  Harding  was  clearly  anti-Wilson,  more  de- 
pendably "regular,"  and  properly  amenable  to  control.  When  voting  was 
resumed,  Harding's  name,  which  had  drawn  relatively  few  votes  when 
first  offered,  began  to  be  prominent.  It  reached  a  leading  position  on  the 
ninth  ballot;  on  the  tenth,  Harding  was  chosen  to  carry  the  banner  of  the 
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GOP.  Senator  Irvine  Lenroot  of  Wisconsin  had  been  the  favorite  for  the 
Vice-Presidency,  but  he  was  ousted  by  a  comparative  newcomer,  Gov- 
ernor Calvin  Coolidge  of  Massachusetts.  Coolidge  had  won  himself  a 
nationwide  reputation  by  intervening  in  the  Boston  police  strike  of  1919, 
several  days  after  the  underpaid  and  overworked  force  ( many  of  whose 
members  had  joined  an  AFL  union)  had  left  their  posts  and  thus  created 
a  serious  emergency. 

^The  Democrats  met  at  San  Francisco  on  June  28/ Their  platform  ex- 
tolled the  accomplishments  of  the  Wilson  administration,  promised  the 
Philippines  independence  and  Puerto  Ricans  a  territorial  government, 
and  advocated  immediate  ratification  of  the  Treaty  of  Versailles  with  no 
reservations  that  would  impair  the  integrity  of  the  Covenant.£Rumors  that 
Wilson  would  accept  a  third  nomination  confused  the  convention,  which 
had  former  Secretary  of  the  Treasury  William  G.  McAdoo,  Attorney 
General  Mitchell  A.  Palmer,  and  Governor  James  M.  Cox  of  Ohio  as  the 
leading  aspirants  for  nomination.  After  a  sharp  struggle,  McAdoo  dropped 
out.  The  convention  followed  Republican  example  and  went  to  Ohio  for 
a  nominee.  On  the  forty-fourth  ballot,  it  chose  Cox,  a  mild  progressive 
and  opponent  of  Prohibition.  For  his  running  mate,  the  convention  se- 
lected Assistant  Secretary  of  the  Navy,  Franklin  D.  Roosevelt  of  New 
York.) 

Two  minor  parties  also  entered  the  campaign.  The  Socialists  named 
Debs,  who  was  still  in  jail,  for  Wilson  had  granted  no  amnesty  to  those 
imprisoned  because  they  expressed  opposition  to  the  war.  A  new  Farmer- 
Labor  party  named  Parley  P.  Christensen  of  Utah  for  the  Presidency  and 
Max  S.  Hayes  of  Ohio  for  second  place  on  the  ticket.  In  this  new  venture, 
western  agrarian  groups  joined  trade  unionists  on  a  platform  demanding 
government  ownership  of  railroads,  mines,  and  natural  resources,  social 
legislation  of  the  1912  model,  nonratification  of  the  Treaty  of  Versailles, 
and  an  end  to  the  economic  and  diplomatic  blockade  the  Allies  and  the 
United  States  had  set  up  against  the  Soviet  government  which  had  seized 
power  in  Russia. 

Like  most  Presidential  campaigns,  that  of  1920  was  fought  on  a  variety 
of  issues.  Certainly,  it  proved  Bryan  correct  when  he  opposed  Wilson's 
effort  to  make  the  campaign  a  "great  and  solemn  referendum"  on  Ameri- 
can participation  in  the  League.  Not  until  the  last  weeks  of  the  campaign 
did  Cox  make  the  League  a  principal  talking  point.  Harding's  managers 
held  him  down  to  a  McKinley  style  front-porch  campaign  in  which  his 
speeches  succeeded  in  being  all  things  to  all  men  on  the  League.  When 
the  vote  was  tallied,  the  score  stood  16,152,000  for  Harding;  9,147,353  for 
Cox  (404  to  127  in  the  electoral  count).  Debs  polled  900,000  votes,  nearly 
double  Benson's  total  in  1916  and  well  above  his  own  vote  in  1912;  the 
Farmer-Laborites  polled  some  203,000.  The  Republicans  won  a  majority 


238  WORLD  WAR  I 

of  177  in  the  House  (309  to  132)  and  22  in  the  Senate  (59  to  37).  In 
addition,  of  35  governors  chosen,  29  were  Republicans. 

The  returns  gave  a  mandate  against  the  Treaty  of  Versailles  and  the 
League,  the  Republicans  declared.  Consequently,  as  has  been  shown,  the 
United  States  concluded  a  separate  peace  with  Germany,  and  the  Secre- 
tary of  State  refused  to  receive  communications  from  the  League.  In 
point  of  fact,  if  the  election  represented  any  variety  of  referendum,  the 
issue  was  Woodrow  Wilson,  his  war,  and  his  works.  Normal  postwar 
revulsion  from  the  party  responsible  for  the  annoyance  of  wartime  con- 
trols, but  unable  to  avert  postwar  inflation,  contributed  to  his  defeat. 
Liberals  were  alienated  by  die  character  of  the  treaty,  by  the  administra- 
tion's cavalier  treatment  of  civil  liberties,  by  all  the  excesses  of  war 
publicity.  Conservatives  seized  on  the  chance  to  punish  the  party  which 
had  carried  new  antitrust  laws,  cut  the  tariff,  and  tried  to  improve  the 
legal  position  of  organized  labor.  Western  wheat  farmers,  who  had  been 
important  among  Wilson's  supporters,  were  made  hostile  by  what  they 
regarded  as  favoritism  for  the  Southern  cotton  farmers  who  had  been 
left  free  of  price  controls.  National  groups  were  angered  by  Wilson's 
supposed  harshness  to  Germany  or  by  his  refusal  to  give  their  country- 
men territories  claimed.  Most  important  in  contributing  to  the  defeat  of 
what  Wilson  stood  for  in  1920  was  the  decline  of  the  Progressive  spirit. 
Among  the  Republican  campaign  documents  was  a  small  book  by  Repre- 
sentative James  M.  Beck  of  Pennsylvania;  he  called  it  the  Passing  of  the 
New  Freedom,  and  the  next  decade  showed  how  uncommonly  accurate 
a  prophet  he  was.l 

THE  TRANSITION  TO  PEACE,  1919-21 

For  demobilization  and  the  return  to  a  civilian  economy,  the  Wilson 
administration  had  no  plan  other  than  the  removal  of  controls  and  the 
return  of  industries  taken  into  government  operation.  In  December,  1918, 
the  War  Industries  Board  ceased  to  operate.  The  following  year,  Presi- 
dent Wilson  fixed  March  1,  1920,  as  the  date  when  the  railroads  would 
be  returned  to  full  private  management.  Food  and  fuel  restrictions  were 
lifted  in  April,  1919.  Military  demobilization  proceeded  as  rapidly.  By 
June,  1919,  1.5  million  of  the  men  sent  abroad  had  been  returned  to  the 
United  States;  in  January,  1920,  except  for  an  occupation  force  at  Cob- 
lentz  (17,000  men),  the  drafted  army  had  been  released  to  civilian  life. 

A  sharp  rise  in  prices  followed  the  end  of  hostilities  and  the  withdrawal 
of  economic  controls.  Deferred  domestic  demand  and  exports  maintained 
by  government  loans  to  the  Allies  drew  on  supplies,  while  industrial 
production  increased  but  slowly.  As  a  result,  the  purchasing  power  of  the 
dollar?  which  had  fallen  37.6  per  cent  between  July,  1914,  and  November, 
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1918,  fell  20.5  per  cent  between  the  Armistice  and  June,  1920.  The  index 
of  wholesale  prices  rose  from  198.6  in  1919  to  221.2  in  1920  and  fell  to 
139.8  in  1921  (1913  =  100),  In  June  and  July,  1920,  unemployment  in 
the  automobile  industry  reached  55.2  per  cent;  in  construction  60.4  per 
cent;  in  steel  production  41.5  per  cent.  By  1921,  the  estimated  unemploy- 
ment rate  was  27  per  cent  as  against  the  8  per  cent  of  1919. 

Such  rapid  fluctuations  in  the  economy  were  conducive  to  industrial 
unrest,  although  real  hourly  earnings  made  some  gains.  For  unskilled 
workers,  the  index  stood  at  177  in  1919  and  218  in  1920  (1914  =  100) 
but  it  fell  to  203  in  the  two  years  following.  Employed  workers  in  manu- 
facturing fared  less  well,  for  their  real  earnings  index  stood  at  112  in  1919 
and  increased  slowly  to  120  in  1922.  Meanwhile,  the  cost  of  living  index 
rose  from  178  in  1919  to  206  in  1920,  and  fell  to  165  in  1922.  Industrial 
conflict  was  evident  in  the  coal  and  steel  industries  during  the  fall  of 

1919.  In  October,  1917,  the  United  Mine  Workers  had  agreed  to  a  wage 
truce  for  the  duration  of  the  war,  if  that  lasted  beyond  April  1,  1920. 
Nevertheless,  negotiations  were  renewed  in  September,  1919,  as  coal 
stockpiles  dwindled  because  of  a  shortage  of  coal  cars.  The  miners  who 
reckoned  that  the  war  was  over  in  fact,  asked  a  60  per  cent  rise  in  piece 
rates,  a  30-hour  week,  with  time  and  a  half  for  overtime,  and  a  two-year 
contract.  The  operators  refused  to  grant  any  concessions  unless  prices 
were  raised.  In  October,  1919,  with  a  coal  shortage  looming,  Railroad 
Administrator  Hines  suggested  that  the  Fuel  Administration  be  reacti- 
vated and  maximum  prices  restored.  The  Fuel  Administrator,  who  was 
recalled  at  the  end  of  the  month,  refused  to  grant  an  increase  in  maxi- 
mum prices.  When  the  UMW  called  a  strike  for  November  1,  President 
Wilson  labelled  the  action  "a  great  moral  and  legal  wrong."  Under  au- 
thority of  the  Lever  Act,  the  Attorney  General  secured  an  injunction 
forbidding  UMW  officers  to  start  the  strike.  The  miners  remained  out  of 
the  pits,  nevertheless,  and  a  second  injunction  was  issued  on  November 
8,  ordering  UMW  officers  to  rescind  the  strike  call.  On  November  11, 
acting  president  John  L.  Lewis  obeyed,  but  normal  production  was  not 
restored  until  December  10,  1919,  when  the  miners  accepted  a  compro- 
mise proposed  by  President  Wilson:  a  14  per  cent  increase  in  wages  and 
appointment  of  a  commission  to  consider  their  other  demands.  Three  days 
later,  the  Fuel  Administrator  resigned. 

The  steel  strike  of  1919  was  a  desperate  attempt  to  organize  a  basic 
industry  in  the  framework  of  AFL  craft  unionism.  The  strike  brought  out 
as  many  as  400,000  workers  on  September  22,  1919,  and  some  remained 
out  until  January.  Its  principal  issues  were  collective  bargaining  and  an 
end  to  the  72-hour  work  week.  In  spite  of  the  ingenious  leadership  of 
William  Z.  Foster,  who  tried  to  coordinate  the  work  of  18  different  unions, 
the  strike  was  foredoomed:  employers  were  too  powerful  to  want  to 
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consider  negotiation;  the  public  authorities  of  Pennsylvania  and  other 
steel  centers  were  too  thoroughly  possessed  by  the  employers'  viewpoint; 
the  climate  of  opinion  was  too  ready  to  label  "bolshevist"  all  efforts  to 
improve  the  condition  of  labor. 

After  the  great  labor  outburst  of  1919-20  had  subsided  and  more  than 
4,000,000  strikers  had  ceased  to  terrify  the  timorous,  came  the  railroad 
walkouts  of  1921-22.  These  were  a  result  of  the  liquidation  of  govern- 
ment operation.  During  that  period,  the  men  who  maintained  railroad 
equipment  had  been  protected  against  discriminatory  discharge  for  union 
membership  and  activity  and  had  succeeded  in  writing  collective  wage 
bargains  on  a  nation-wide  scale.  With  the  return  of  the  railroads  to  pri- 
vate operation,  their  labor  relations  were  regulated  by  the  Esch-Cummins 
Act  of  1920  which  provided  for  a  Railroad  Labor  Board  to  settle  griev- 
ances. Board  hearings  recommended  that  nationwide  bargaining  be 
halted  and  that  wages  be  cut.  When  a  conference  of  employees  met  to 
consider  the  Board's  decision  in  July,  1921,  their  union  executives  were 
summoned  before  the  Board  and  threatened  with  contempt  proceedings. 
In  July,  1922,  the  strike  call  issued  by  most  nonoperating  unions  was 
withdrawn,  but  the  shopmen  went  out  on  strike.  Attorney  General  Daugh- 
erty  secured  an  injunction  charging  conspiracy  to  disobey  the  Board's 
decision  on  September  1;  and  the  strike  collapsed  in  consequence. 

Economic  adjustments  during  the  transition  period  were  made  the 
more  difficult  by  an  atmosphere  approaching  the  hysterical.  Even  before 
the  war,  amateur  law  enforcement  helped  create  what  the  conservative 
Lansing  termed  an  epidemic  resembling  the  "witch-hunting  mania  of  the 
seventeenth  century."  In  the  name  of  liberty  and  social  regeneration,  on 
the  other  hand,  30-odd  bombs  were  mailed  to  leading  officials  during  the 
late  summer  and  fall  of  1919  and  Attorney  General  Palmer's  home  had 
its  facade  wrecked.  State  laws  against  criminal  syndicalism  were  vigor- 
ously enforced  and  together  with  federal  prosecutions  killed  the  IWW  as 
a  significant  labor  organization.  In  1919-20,  Palmer  advocated  a  peace- 
time sedition  act  to  end  "the  real  menace  of  evil  thinking";  and  the  House 
Judiciary  Committee  responded  by  approving  a  bill  with  the  death  pen- 
alty for  warning  and  a  sweeping  postal  censorship  for  instrument.  In 
June,  1920,  Palmer  undertook  to  save  the  country  from  dangerous  aliens 
by  making  mass  arrests  with  small  regard  for  legal  safeguards.  Most  of 
the  people  rounded  up  were  released  at  the  instance  of  the  Labor  Depart- 
ment; but  the  ship  Buford  was  loaded  with  249  aliens  who  were  deported 
to  Russia.  In  January,  1920,  five  New  York  Socialist  assemblymen,  duly 
elected  by  their  constituents,  were  denied  their  seats  because  of  their 
opinions.  Congress  followed  suit,  twice  refusing  to  seat  Socialist  Repre- 
sentative Berger  of  Wisconsin;  but  it  finally  yielded  to  popular  deter- 
mination when  he  was  returned  for  a  third  time  in  1923. 
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On  the  other  hand,  Charles  Evans  Hughes  protested  the  expulsion  of 
the  Socialist  assemblymen  in  1920;  distinguished  lawyers  like  Professors 
Pound  and  Chafee  attacked  the  Attorney  General's  methods  in  May,  1920; 
and  when  Nicolo  Sacco  and  Bartolomew  Vanzetti  were  tried  for  the 
holdup  murder  of  a  paymaster  at  Brockton,  Massachusetts,  their  case 
became  a  cause  celebre.  For  many  independent  and  qualified  observers 
believed  that  their  conviction  was  based  on  their  opinions  (they  were 
aliens  and  philosophic  anarchists  who  had  refused  military  service) 
rather  than  the  evidence.  A  special  commission  appointed  by  Massachu- 
setts Governor  Fuller  found  them  fairly  convicted  despite  prejudicial 
behavior  by  the  trial  judge;  the  Supreme  Court  refused  to  review  the  case 
and  the  two  were  executed  on  August  23,  1927. 


Art  Young*  By  permission  of  Dr.  Robert  L.  Leslie 

TIMID  HENBY— IN  THE  DAYTIME 
"But  you  ought  to  see  him  at  night  with  his  hood  on." 

Of  more  positive  significance  as  evidence  of  the  temper  of  the  time 
was  the  rise  to  power  of  the  Ku  Klux  Klan.  This  organization,  founded 
in  Georgia  in  1916,  dedicated  itself  to  preserving  the  purity  of  the  ideas 
and  practices  of  "Anglo-Saxon"  Protestant  Americans  against  ideological 
or  economic  assault,  Verbally  and  in  deed,  the  Klan  attacked  Negroes, 
Jews,  Catholics,  and  foreigners.  Beginning  in  1922,  and  continuing  through 
the  decade,  the  Klan  achieved  considerable  power  in  the  South  and 
Middle  West.  Its  nightshirted,  masked  members  burned  fiery  crosses  to 
show  their  presence,  flogged  obstreperous  Negroes,  bootleggers,  and 
women  who  did  not  meet  local  standards  of  morality,  and  gave  "whole- 
some" discouragement  to  strangers  suspected  of  being  union  organizers. 
In  Kansas  and  Indiana  as  well  as  Oklahoma,  Texas,  and  Louisiana,  Elans- 
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men  were  elected  to  important  offices  and  obtained  legislative  control. 
By  1924,  Klan  influence  was  so  great  that  the  Democratic  Presidential 
convention  spent  days  debating  the  issue  of  denouncing  the  organization 
by  name.  Revelation  of  misconduct  by  the  Klan-dominated  state  admin- 
istration in  Indiana,  and  growing  awareness  that  rank  and  file  Klansmen 
were  being  exploited  by  officers  who  sold  them  regalia  at  high  profits, 
led  to  a  diminution  of  Klan  influence.  Nevertheless,  its  power,  and  the 
ease  with  which  groups  of  similar  ideas  and  behavior  sprang  up  in  the 
middle  1930's,  pointed  a  disturbing  moral  to  those  who  believed  that  the 
Bill  of  Rights  and  orderly  legal  process  were  as  American  as  lynch  law. 
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ECONOMIC  PATTERNS 

tip  HE  ECONOMIC  LIFE  of  the  1920's  was  characterized  by  striking 
j^Jl^owth  and  change.  Particularly  evident  to  contemporary  observ- 
ers, American  and  foreign  alike,  was  the  rapidity  with  which  these 
proceeded.  In  the  dynamic  development  of  the  period,  the  following 
factors  were  particularly  significant.  (1)  New  methods  of  production 
came  into  general  use.  When  American  industry  was  mentioned,  for- 
eigners immediately  thought  of  standardized  products  turned  out  in 
enormous  quantity  by  skillfully-organized  mechanical  methods.  (2)  In- 
dustries which  had  just  been  getting  into  stride  before  World  War  I 
grew  to  swift  maturity.  New  industries  appeared.  Certain  of  these,  auto- 
mobile manufacturing  particularly,  were  the  more  important  because  of 
their  impact  upon  other  industries,  (3)  New  patterns  in  economic  be- 
havior emerged,  particularly  as  concentration  of  control  was  concerned. 
Thus,  industrial  consolidation  which  had  slackened  after  1904  took  new 
forms.  Consolidation  appeared  in  enterprises  dealing  with  the  public 
directly  as  well  as  among  producers  of  goods.  The  holding  company,  long 
familiar,  acquired  fresh  importance.  Such  companies  controlled  other 
corporate  enterprises  through  stock  ownership— often  through  ownership 
of  a  relatively  small  portion  of  the  total.  Thus,  possibilities  were  opened 
for  speculative  dealings  on  a  vast  scale.  As  we  examine  the  economic 
life  of  the  period  in  greater  detail,  we  shall  see  the  elaboration  of  hold- 
ing companies  become  particularly  important  in  the  electric  power 
industry.  Competition  itself  assumed  a  new  complexion  as  businessmen 
in  entire  industries  sought  to  act  together  through  trade  associations.  (4) 
Methods  of  financing  changed.  Installment  buying  and  borrowing  to 
finance  consumption  became  important.  Industry  sought  funds  not  only 
from  wealthy  individuals  and  from  bank  loans  but  from  the  store  of  sav- 
ings held  by  the  public.  (5)  Banks  themselves  turned  from  financing 
business  through  short-term  loans,  or  what  were  at  least  labelled  such,  to* 
investing  in  real  estate  mortgages,  bonds,  and  stocks.  (6)  Such  altered 
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banking  practice  had  noteworthy  effect  on  the  operation  of  the  Federal 
Reserve  System.  (7)  In  fiscal  policy,  the  government  treated  public  debt 
and  taxation  in  a  fashion  which  promoted  accumulation  of  capital  by 
those  who  received  the  highest  incomes.  This  policy  encouraged  invest- 
ment in  developing  industries.  Enterprise  existed;  risks  were  taken;  and 
sometimes  failure  resulted.  The  trouble  lay  not  in  the  risks  incurred  but 
in  the  inadequate  and  sometimes  erroneous  information  furnished  the 
investor} 

Before  considering  each  of  these  economic  changes  separately,  it  is 
useful  to  have  certain  material  on  prices,  productivity,  and  national  in- 
come available  in  summary  form. 

PRICES,  PRODUCTIVITY,  AND  NATIONAL  INCOME 

In  most  sectors  of  the  economy,  the  price  decline  of  1920  did  not  spiral 
on  downward  into  depression.  Instead,  the  United  States  entered  upon  a 
period  of  striking  economic  growth,  particularly  after  1923.  The  table 
below  shows  the  movement  of  wholesale  price  indexes  between  1922  and 
1929  (1922  =  100): 

TABLE  13 

Wholesale  Price  Indexes,  1922-29 
Raw  Materials  Farm  Products  Finished  Products 


1922 

100.0 

100.0 

100.0 

1923 

102.6 

104.0 

102.8 

1924 

101.7 

101.4 

99.8 

1925 

111.1 

107.0 

104,2 

1926 

104.2 

103.4 

103.6 

1927 

100.5 

98.7 

98.4 

1928 

103.2 

100.0 

99.4 

1929 

101.6 

98.6 

99.7 

Productivity  made  such  striking  gains  that  Europeans  viewed  the  Amer- 
ican economy  with  a  wonder  approaching  fear,  and  at  least  one  observer 
warned  that  unless  Europe  united  to  establish  a  single  market  its  indus- 
tries would  be  reduced  to  handicraft  and  repairs.  As  against  a  30  per  cent 
rise  in  output  per  worker  between  1890  and  1914,  the  period  1919-1929 
witnessed  an  increase  of  43  per  cent.  Table  14  shows  the  movement 
of  indexes  for  volume  of  production  and  output  per  worker  in  the  post- 
war decade. 

During  this  period,  national  income  increased  from  54.2  to  87.2  billion 
current  dollars.  Of  the  total  namber  of  income  recipients,  41  per  cent 
received  31  per  cent  of  the  income,  3.6  per  cent  received  33.8  per  cent  of 
the  income,  while  the  top  1.3  per  cent  in  the  over~$10,000  group  received 
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TABLE  14 
Production  and  Output  Indexes,  1919-29 


Production 
(1929-100) 

Output  per  Worker 
(1923-25=100) 

1919 

61.0 

84.8 

1920 

66.6 

89.5 

1921 

53.5 

69.8 

1922 

67.7 

87.7 

1923 

76.9 

99.7 

1924 

72.8 

95.0 

1925 

81.9 

105.3 

1926 

86.8 

110.4 

1927 

87.1 

110.6 

1928 

90,9 

119.5 

1929 

100.0 

127.7 

25.5  per  cent  of  the  total  income.  Between  1919  and  1929,  tax  returns  for 
incomes  above  $5,000  increased  32  per  cent,  and  returns  for  incomes  over 
$500,000  rose  58  per  cent.  Savings  accumulated  steadily,  corporate  sav- 
ings increasing  at  the  rate  of  2.7  per  cent  per  year.  These  outstripped 
population  in  rate  of  growth,  and  exceeded  other  savings  (life  insurance, 
personal  savings,  building  and  loan  funds )  in  magnitude. 

TECHNOLOGICAL  INNOVATION 

Upon  such  an  economy  were  drawn  the  economic  patterns  of  the 
period,  and  to  the  economy  those  patterns,  in  their  turn,  contributed  a  dis- 
tinctive form.  Mechanization  of  operations  and  standardization  of  output 
reached  new  heights.  Greater  use  of  machinery  for  such  tasks  as  mov- 
ing materials  lessened  the  need  for  mere  muscle  while  it  vastly  increased 
output  per  worker.  Thus  cranes  and  electric  trucks  raised  the  amount  o£ 
coal  handled  per  man-hour  from  10  to  16.5  tons.  In  glassmaking,  machin- 
ery lessened  the  need  for  unskilled  labor  in  plate-glass  production  while 
it  displaced  skilled  workers  in  the.  manufacture  of  window  glass  and 
bottles  (where,  in  1925,  6,000  fewer  workers  than  in  1899  made  18  million 
gross  more  bottles).  By  1927,  mechanical  measurement  of  newsprint  in- 
gredients cut  the  labor  required  by  69  per  cent  and  lifted  the  industry's 
productivity  index  to  140  (1914  =  100).  Machinery  itself  was  improved, 
further  adding  to  the  output  of  individual  units.  Increased  use  of  electric 
power  advanced  efficiency:  in  1919,  less  than  half  of  the  nation's  manufac- 
turing plants  were  electrified;  by  1929,  69  to  74  per  cent  were  using  elec- 
tric power.  N 

In  the  World  War  I  drive  to  save  essential  materials,  the  economy 
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of  standardization  became  evident  In  1921,  the  Federated  American 
Engineering  Societies  published  Waste  in  Industry,  a  report  which  won 
much  public  attention  and  made  further  standardization  a  widely-sought 
goal.  Trade  associations  attempted  to  promote  standardization  because 
the  executives  who  were  their  members  became  increasingly  concerned 
with  the  need  to  reduce  the  fixed  expenses  incident  to  large-scale  mecha- 
nized production.  Mergers  between  large  enterprises  gave  further  en- 
couragement to  standardizing  such  things  as  the  size  and  threading  of 
nuts  and  bolts.  Government  lent  a  hand  as  Herbert  Hoover,  during  his 
term  as  Secretary  of  Commerce,  made  promotion  of  industrial  standard- 
ization one  of  the  objectives  of  his  department. 

The  mass  production  of  the  20*s  was  conspicuous  because  it  was  ap- 
plied to  consumers'  durables  like  automobiles  rather  than  in  the  heavy 
industries  alone.  Mechanization  and  standardization  together  contributed 
to  improving  and  spreading  the  assembly-line  technique,  an  important 
feature  of  much  mass  production.  Each  worker  on  an  assembly  line 
performed  a  single  separate  operation  on  material  brought  to  him  by  a 
moving  conveyor.  Because  he  repeated  the  same  task  over  and  over 
again,  his  deftness  increased  and  so  did  his  output.  Planned  and  careful 
layout  of  work  and  routing  and  arrangement  of  materials  made  certain 
that  the  engineer's  design  for  efficiency  was  not  disturbed.  The  worker's 
pace  was  dictated  not  by  the  economic  incentive  of  piece  rates,  but  by 
the  speed  at  which  the  conveyor  was  made  to  move.  Thus,  more  than 
ever,  modern  machine-tending  made  the  worker  subject  to  the  process 
he  served. 

NEW  INDUSTRIES 

Automobiles.  Economic  growth  during  the  period  1919-29  was  fostered 
by  the  development  of  new  industries,  of  which  automobile,  radio,  elec- 
tric power,  aviation,  and  chemical  production  may  be  taken  for  examples. 
In  1914,  the  automobile  industry  produced  573,039  vehicles,  which  ac- 
counted for  2.1  per  cent  of  the  value  of  all  United  States  industry.  In 
1919, 1.68  million  vehicles  were  produced.  After  a  drop  in  1921,  the  totals 
rose  steadily,  falling  only  in  1927,  until  the  1929  output  was  5.29  million 
vehicles.  In  that  year  the  automobile  industry  accounted  for  5.3  per  cent 
of  the  value  of  all  American  industry;  and  85.3  per  cent  of  the  world's 
motor  vehicles  were  made  in  the  United  States. 

As  automobile  production  grew,  it  became  more  concentrated.  Of  the 
181  different  companies  which  made  passenger  cars  between  1903  and 
1926,  137  went  out  of  business  or  were  acquired  by  their  competitors.  In 
1911,  the  7  most  important  motor  companies  made  51.2  per  cent  of  all 
motor  vehicles  sold;  in  1915,  the  figure  stood  at  53.9  per  cent.  Between 
1911  and  1925,  when  the  Chrysler  Corporation  appeared  as  a  challenger, 
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the  Ford  Motor  Company  and  the  General  Motors  Corporation  produced 
53  per  cent  of  the  passenger  cars  sold;  by  1929,  though  Chrysler's  share 
had  risen  from  3  to  7.8  per  cent,  the  two  larger  companies  still  accounted 
for  67.6  per  cent  of  the  output.  Ford's  growth  represented  continued 
ploughing  back  of  capital  into  an  enterprise  which  increased  in  size  as 
the  result  of  the  production  of  a  low-priced  vehicle  able  to  negotiate 
rough  country  roads  as  well  as  paved  highways.  Between  1919  and  1923, 
Ford  accounted  for  40  to  47  per  cent  of  all  the  passenger  cars  produced. 
Thereafter,  as  paved  roads  became  more  common  and  competitors  pro- 
duced a  better  looking  car  at  a  comparable  price,  Ford  lost  ground.  Gen- 
eral Motors'  growth  was  both  internal  and  external.  In  1908,  it  bought  out 
12  manufacturers— and  might  have  included  the  Ford  plant  itself  had 
Henry  Ford  been  willing  to  accept  stock  instead  of  cash  for  his  enter- 
prise. By  the  middle  1920's,  General  Motors  had  acquired  70  firms  for 
$500  million,  mostly  in  stock.  It  expanded  to  control  all  necessary  finished 
automobile  parts  except  tires,  glass,  and  upholstery,  and  invested  in  avia- 
tion, gasoline,  motor  production,  and  electrical  equipment  besides.  The 
Chrysler  Corporation  resulted  from  the  acquisition  of  three  other  firms 
through  an  exchange  of  stocks.  While  the  three  leading  firms  made  trucks 
as  well  as  passenger  cars,  the  manufacture  of  trucks  was  not  concentrated 
to  the  same  degree. 

The  advance  of  automobile  manufacture,  particularly  as  the  result  of 
the  cheap  car,  had  far-reaching  effects,  social  as  well  as  economic.  On  the 
latter  level,  automobile  production  was  particularly  important  because  it 
offered  a  large  market  for  steel,  glass,  gasoline,  and  rubber,  and  so  fos- 
tered the  expansion  of  subsidiary  industries.  Road  building  grew  with 
automobile  production  and  it,  too,  made  new  demands  on  asphalt,  cement, 
and  machine  production.  In  1900,  the  United  States  had  128.5  thousand 
miles  of  surfaced  road;  by  1915,  it  had  275.9  thousand  miles.  By  1945,  of 
the  nation's  3  million  miles  of  road,  1.5  million  were  surfaced.  The  cost 
of  such  improvements  is  shown  by  the  fact  that  state  highway  debt  rose 
from  $95.2  million  in  1913  to  $228.5  million  in  1920;  by  1930,  the  figure 
was  $1.49  billion.  In  1921,  the  Federal  Highway  Act  matched  state  high- 
way expenditures  with  federal  grants;  these  rose  from  an  estimated  $61.9 
million  in  1920  to  $94,1  million  in  1930.  Debt  and  expenditure  alike  drew 
heavily  on  taxpayers  in  general,  for  not  until  1937  did  license  fees  and 
automobile  and  gasoline  taxes  exceed  highway  costs  and  so  make  auto- 
mobile owners  an  important  source  of  revenue. 

While  public  debt  grew,  private  indebtedness  also  increased  as  a  re- 
sult of  the  growing  importance  of  the  automobile  in  the  economy.  By 
1919,  with  the  availability  of  cheap  cars,  the  automobile  had  ceased  to 
be  a  rich  man's  plaything.  Yet  even  a  cheap  car  cost  more  than  the  aver- 
age family  possessed  in  cash.  If  automobiles  were  to  be  sold  in  numbers 
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sufficient  to  make  mass  production  practicable,  installment  payment  was 
necessary.  By  1930,  64  per  cent  of  the  cars  marketed  were  sold  on  the 
installment  plan  and  the  industry  grew  increasingly  dependent  on  the 
disposal  of  old  cars  surrendered  as  part-payment  on  new  automobiles. 
In  their  turn,  older  machines  were  also  sold  on  credit  with  still  older 
cars  accepted  in  trade. 

Radio,  Although  the  radio  industry  had  less  far-reaching  an  effect  on 
the  economy  as  a  whole  than  the  production  of  automobiles,  it  was  even 
more  distinctly  a  growth  of  the  period  1919-29.  In  1910,  the  federal  gov- 
ernment required  certain  classes  of  ships  to  have  wireless  equipment, 
proving  the  usefulness  of  Marconi7 s  invention;  but  not  until  broadcasting 
developed  did  radio  become  a  significant  industry.  Nevertheless,  by  1917, 
research  in  United  States  laboratories  had  produced  a  better  detector  of 
signals  than  Marconi's  coherer  as  well  as  a  high-frequency  alternator 
which  made  long-distance  radio  communication  practical;  and  perfected 
the  De  Forest  audion  vacuum  tube;  and  the  heterodyne  circuit,  which 
was  developed  into  the  superheterodyne  during  World  War  I.  In  1917, 
the  navy  took  over  high-powered  wireless  stations  in  the  United  States, 
and  fostered  the  formation  of  a  patent  pool.  When  the  British-controlled 
Marconi  Company  tried  to  buy  exclusive  rights  to  the  high-frequency 
alternator,  in  1919,  the  navy  feared  the  military  consequences.  Navy 
Secretary  Daniels  urged  government  ownership  of  radio  facilities,  but 
he  was  overruled.  Instead,  with  government  encouragement  and  in  order 
to  develop  a  United  States-owned  wireless  system,  the  General  Electric 
Company  organized  the  Radio  Corporation  of  America.  By  cross-licensing 
agreements  with  General  Electric,  Marconi,  American  Telephone  and 
Telegraph  (which  owned  Western  Electric),  International  Radio  Tele- 
graph, and  other  concerns,  RCA  secured  control  of  2,000  patents;  by  1924, 
such  agreements  gave  RCA  exclusive  right  to  use  and  sell  radio  equip- 
ment during  the  life  of  those  patents. 

Attempts  at  broadcasting  had  appeared  as  early  as  1906  and  1908, 
when  Professor  H.  A.  Fessenden  made  the  first  voice  broadcast,  and  Lee 
De  Forest  broadcast  from  the  Eiffel  Tower.  In  1916,  De  Forest  announced 
election  returns  and  declared  Hughes  elected.  Between  April  and  Octo- 
ber, 1920,  the  Westinghouse  Company  erected  the  first  broadcasting 
station  licensed  under  the  new  RCA  agreement  and  amateurs  began 
building  receiving  sets.  These  were  limited  to  crystal  detectors,  for  the 
superior  vacuum  tubes  were  not  sold  to  the  public.  During  the  next  two 
years,  that  policy  was  changed.  Radio  became  something  of  a  fad:  news- 
papers carried  pages  of  diagrams  to  show  how  to  build  sets  and  previ- 
ously-assembled radios  began  to  be  available  for  those  not  inclined  to 
tinker.  Through  its  control  of  patents,  RCA  was  able  to  confine  the  sale 
of  tubes  to  wholesalers  and  to  refuse  to  sell  them  directly  to  other  manu- 
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facturers.  The  shortage  of  tubes  which  developed  in  1922  as  two  million 
radio  sets  came  into  use  was  filled  by  the  last  quarter  of  1923,  In  1922, 
patent  expiration  ended  the  RCA  tube  monopoly;  De  Forest's  patents  ex- 
pired in  1925;  thereafter,  any  manufacturer  with  the  facilities  might 
produce  radio  tubes.  Meanwhile,  in  the  five  years  between  1921  and  1926, 
RCA  increased  its  income  from  $4  to  $60  million. 

Between  1921  and  1924,  the  number  of  broadcasting  stations  grew 
from  2  to  562.  General  Electric,  Westinghouse,  and  the  American  Tele- 
phone and  Telegraph  Company  operated  stations,  and  used  them  to  push 
radio  sales;  other  stations  were  maintained  by  newspapers  and  depart- 
ment stores— "for  the  benefits  of  such  advertising  as  might  accrue  there- 
from," said  the  Federal  Trade  Commission  in  its  1924  inquiry  into  the 
industry.  By  1939,  broadcasting  had  a  volume  of  advertising  exceeded 
only  by  newspapers.  In  1924,  American  Telephone  and  Telegraph  sold 
RCA  its  broadcasting  stations  and  the  privilege  of  using  telephone  lines 
to  link  them,  thus  making  nationwide  network  broadcasting  possible.  The 
National  Broadcasting  Company  was  organized  in  1924;  the  Columbia 
Broadcasting  System  in  1927;  in  1932,  the  Mutual  network  was  set  up 
to  supply  linkage  facilities  for  programs  supplied  by  its  members. 

Until  1923,  the  Secretary  of  Commerce,  acting  under  the  Radio  Act  of 
1912,  assumed  power  to  license  broadcasters  and  assign  station  frequen- 
cies. Then,  a  federal  district  court  restricted  that  power  when  it  declared 
that  stations  must  be  licensed  on  application;  the  Secretary  of  Commerce 
had  no  authority  to  impose  conditions  (Hoover  v.  Intercity  Radio  Com- 
pany [286  Fed.  1003, 1923] ).  In  1926,  an  Illinois  federal  district  court  held 
that  station  owners  could  not  be  punished  for  disregarding  the  frequency 
assignment  of  the  Secretary  of  Commerce  (U.  S.  v.  Zenith  Radio  Cor- 
poration [12  Fed.  2nd  614]).  And  the  Attorney  General  declared  the 
Secretary  of  Commerce  had  no  authority  to  set  a  station's  time  of  opera- 
tion, to  limit  its  power,  or  to  assign  it  a  place  on  the  frequency  band. 
Consequently,  broadcasting  threatened  to  fall  into  chaos  as  stations  seized 
upon  wave  lengths  and  attempted  to  hold  them  by  power  of  noise. 

In  1927,  the  federal  government  took  jurisdiction.  The  Federal  Radio 
Commission  Act  required  broadcasting  to  be  conducted  in  the  public 
interest,  convenience,  and  necessity.  It  established  a  Federal  Radio 
Commission  of  five  members  appointed  by  the  President  for  6-year  terms. 
The  Commission  was  given  authority  to  determine  the  power  of  radio 
stations,  to  allocate  frequencies  among  them,  and  to  control  use  of  those 
frequencies  by  a  system  of  licensing.  The  law  of  1927,  which  was  to  run 
for  but  one  year,  was  repeatedly  renewed.  In  1934,  the  Communications 
Act  established  a  Federal  Communications  Commission  with  jurisdiction 
over  all  radio  services— including  television,  facsimile  transmission,  mar- 
ine, aviation,  and  experimental  facilities.  The  FCC  was  authorized  to 
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assign  frequencies  and  call  letters,  license  radio  stations  and  operators 
(both  commercial  and  amateur),  and  regulate  common  carriers-tele- 
phone, telegraph,  cable,  and  point-to-point  radio  (but  not  broadcasting 
stations)— so  far  as  rates  and  extension  of  facilities  were  concerned. 
Licenses  were  limited  to  3  years  for  broadcasting  stations  and  5  for  other 
radio  services,  and  were  to  be  denied  aliens,  or  those  guilty  of  monopoliz- 
ing or  using  unfair  competitive  methods. 

Electric  Power  t  The  electric  power  industry  was  not  as  thoroughly  a 
product  of  the  1920's  as  was  the  radio  industry,  but  its  growth  was  even 
more  significant  for  the  new  industrial  pattern.  Between  1902  and  1917, 
electric  power  output  grew  tenfold  and  power  revenues  fivefold.  Between 
1922  and  1927,  installed  generating  capacity  rose  from  15.9  to  31.9  million 
kilowatt  hours,  and  power  generated  from  47,6  to  97.3  million  kilowatt 
hours.  With  1902  as  100,  the  index  of  revenues  earned  stood  at  1,136  in 
1922  and  2,192  in  1932.  Electric  plant  obsolescence  was  high,  since  tech- 
nical improvement  was  both  rapid  and  costly,  a  fact  which  created  heavy 
demand  for  capital  investment.  During  the  period  1922-29,  while  manu- 
facturing corporations  got  but  14  per  cent  of  their  capital  from  bond 
sales,  electric  power  companies  secured  50  per  cent  from  that  source;  the 
remainder  was  obtained  by  disproportionate  issues  of  preferred  stock. 
Capital  was  thus  provided  by  investors  who  could  claim  only  fixed  and 
limited  returns;  the  holders  of  the  small  amounts  of  common  stock  could 
secure  a  major  share  of  corporate  income  and  control  of  the  properties 
as  well,  all  with  relatively  small  investment.  Holding  companies  were 
multiplied  and  pyramided  until,  by  1927,  enterprises  they  controlled  had 
77.4  per  cent  of  the  installed  capacity,  generated  74.6  per  cent  of  the 
energy,  earned  66.6  per  cent  of  the  revenues,  and  served  60.3  per  cent  of 
the  nation's  customers.  How  concentrated  control  could  become,  as  hold- 
ing companies  increased,  was  illustrated  by  the  Standard  Gas  and  Electric 
Company,  where  ownership  of  $23,100  in  the  common  stock  of  a  top 
holding  company  gave  its  masters  power  over  properties  valued  at  $1.2 
billion. 

The  growth  of  holding  companies  and  of  the  interstate  transmission 
of  electric  power  created  serious  problems  for  regulatory  agencies,  state 
and  federal.  Since  public  utility  holding  companies  were  not  in  the  busi- 
ness of  generating  and  supplying  electric  power,  state  regulatory  com- 
missions could  not  regulate,  or  even  effectively  question  their  securities 
issues  or  accounting  practices.  Yet  many  holding  companies  performed 
services,  such  as  construction,  management,  capital  raising,  and  supply 
purveying:  all  of  which  determined  the  costs  upon  which  their  subsidi- 
aries must  base  their  rates.  Those  rates  markedly  favored  large  industrial 
consumers,  who  used  6L9  per  cent  of  the  power  generated,  and  paid  only 
28.2  per  cent  of  the  revenue  received.  The  growth  of  interstate  transmis- 
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sion  of  power  further  complicated  the  task  of  state  regulatory  commis- 
sions, for  in  Attleboro  Steam  and  Electric  Company  v.  Public  Utilities 
Commission  of  Rhode  Island  (273  U.S.  83,  1927),  the  Supreme  Court 
decided  that  no  state  could  regulate  the  price  charged  by  a  company  in 
one  state  for  power  to  be  delivered  to  a  distributing  station  in  another 
state.  Senator  Couzens  of  Michigan  then  presented  a  bill  extending  the 
principles  of  railroad  regulation  to  the  power  industry:  rates  should  be 
just  and  reasonable;  discrimination  among  persons  and  places  should 
be  forbidden;  permission  for  the  abandonment  of  services  must  be 
secured.  Instead  of  a  federal  body,  these  requirements  were  to  be  en- 
forced by  a  joint  board  chosen  for  the  occasion  to  represent  the  particular 
states  involved;  the  board  was  to  act  on  complaint  by  a  state  regulating 
commission,  a  distributor,  or  a  group  of  consumers. 

In  the  belief  that  the  Couzens  bill  (which  was  defeated)  might  be  the 
initial  step  toward  effective  federal  control  of  the  power  industry,  Presi- 
dent Hoover  gave  his  consent  to  strengthening  the  Federal  Water  Power 
Act  of  1920.  That  was  an  outgrowth  of  a  Wilson  administration  project 
for  waterpower  regulation  which  was  drafted  in  1918.  As  Congress 
passed  the  measure,  it  provided  for  a  Federal  Power  Commission  com- 
prised of  the  Secretaries  of  War,  Agriculture,  and  the  Interior,  with  their 
departments  furnishing  the  staff  and  a  permanent  secretary  as  director. 
The  law  banned  combinations  in  restraint  of  trade  in  electric  power 
production.  The  Commission  was  to  grant  50-year  licenses  to  power 
projects  on  navigable  streams  and/or  on  public  lands.  It  was  also  to 
investigate  water  power  resources;  to  supervise  the  accounts  and  regulate 
the  securities  issues  of  licensed  companies;  and  to  determine  the  fair 
value  of  projects  constructed  under  such  licenses.  At  the  expiration  of 
the  license  period,  the  federal  government  could  recapture  facilities  upon 
payment  of  the  ascertained  fair  value.  The  members  of  the  FPC  had 
other  duties  and  the  agency  lacked  personnel,  hence  it  could  do  little 
except  grant  licenses  when  requested.  Nevertheless,  friction  within  the 
Commission  threatened  scandal  in  1930  and  President  Hoover  pushed 
for  reorganization.  By  the  terms  of  the  law  of  1930,  the  FPC  was  given 
five  permanent  members;  but  its  activity  was  hampered  by  refusal  of 
licensees  and  utilities  to  allow  proper  checking  of  accounts.  In  its  first 
report,  the  Commission  stressed  the  need  for  federal  supervision  of  public 
utility  holding  companies.  Forty-eight  projects  under  license,  serving 
42  million  people,  were  controlled  by  10  top  companies  with  interlocking 
interests.  The  Commission  asked  power  over  intercompany  contracts, 
effective  regulation  and  prescription  of  accounting  practice,  and  super- 
vision over  securities  issues. 

Aviation.  Unlike  automobile,  radio,  and  electric  power  production,  the 
aviation  industry  required  government  fostering.  After  the  spurt  of  plane 
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building  during  World  War  I,  military  aviation  lagged  in  the  United 
States  along  with  other  armaments.  Civil  aviation  grew  considerably 
during  the  1920's:  total  plane  output  rose  from  789  (445  military)  in  1925 
to  6,193  (779  military)  in  1929.  Much  of  the  expansion  in  aviation  grew 
out  of  government  subsidy  in  the  form  of  payments  for  carrying  mail. 
Before  and  during  World  War  I,  the  Post  Office  encouraged  mail  carrying 
by  airplanes  as  a  stunt.  Thereafter,  development  was  on  a  more  serious 
basis  until,  in  1925,  after  night  flying  became  possible  on  transcontinental 
routes,  air  mail  service  was  of  genuine  aid  to  business.  Between  1926  and 
1930,  revenue  miles  flown  increased  from  4.3  to  22.7  million;  the 
air  transport  industry  experienced  a  boom,  which  collapsed  in  1930. 
Nevertheless,  by  1933,  22,354  miles  of  flight  were  scheduled  daily.  Pas- 
sengers and  postal  users  supplied  $15  million  in  revenue  to  the  scheduled 
lines;  and  government  subsidy  furnished  $26.7  million. 

In  1926,  the  Air  Commerce  Act  gave  the  Department  of  Commerce 
responsibility  for  maintaining  aids  to  air  navigation.  The  Kelly  Air  Mail 
Act  of  1925  had  provided  for  competitive  bidding  for  air  mail  transport 
contracts,  but  considerable  latitude  was  given  the  Postmaster  General. 
In  1930,  competitive  bidding  was  dropped  and  the  Watres  Act  allowed 
the  Postmaster  General  to  negotiate  payments  on  a  basis  of  miles  flown 
and  space  reserved  for  mail;  it  also  required  mail  planes  to  carry  pas- 
sengers. After  investigation  showed  fraud  and  collusion  in  contract-letting 
and  an  attempt  to  have  the  army  fly  the  mail  ended  in  failure,  competitive 
bidding  was  restored  in  1934.  By  1938,  civil  aviation  had  matured  to  the 
point  where  the  Civil  Aeronautics  Act  of  that  year  created  a  single  body, 
the  Civil  Aeronautics  Authority,  to  issue  certificates  of  convenience  and 
necessity  to  airlines,  to  fix  compensation  for  carrying  the  mail,  and  to  set 
rates  for  passenger  and  express  carriage.  This  ended  the  division  of 
authority  which  had  prevailed  since  1934,  with  the  Interstate  Commerce 
Commission  in  charge  of  rates  and  acceptability  of  bids  for  carrying  mail, 
the  Post  Office  awarding  contracts,  and  the  Department  of  Commerce 
supervising  safety  and  airworthiness.  In  1940,  tie  Authority  was  reor- 
ganized and  put  into  the  Department  of  Commerce,  although  it  continued 
to  function  independently.  Under  the  new  plan,  a  Civil  Aviation  Board 
of  five  members  was  given  the  task  of  prescribing  safety  standards  and 
rates  for  mail  carrying,  of  passing  on  applications  for  loans  by  federal 
agencies,  and  of  regulating  rates,  accounts,  mergers,  and  competitive 
methods.  Promotion  of  aviation  was  entrusted  to  the  Civil  Aeronautics 
Administration,  which  also  was  granted  control  of  funds  for  maintaining 
airports  needed  for  national  defense  and  charged  with  administering  the 
safety  standards  formulated  by  the  CAB.  By  1950,  the  United  States  had 
90,000  civilian  aircraft,  6,000  civil  airfields,  airports,  and  landing  strips, 
and  airlines  which  flew  116,271  miles  of  scheduled  flight  serving  418 
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cities.  Nevertheless,  as  an  industry,  aviation  continued  to  be  based  upon 
military  needs  and  federal  subsidy  rather  than  upon  its  own  economic 
advantages. 

Chemicals.  Chemical  manufacture  and  chemical  processes  had  been 
essential  in  American  economic  life  since  wood  burned  into  pot  ash  and 
pearl  ash  brought  needed  cash  to  frontier  farms.  As  early  as  1908-9,  the 
recovery  of  coal-tar  chemicals  had  become  a  profitable  adjunct  to  the  iron 
and  steel  industry.  In  1914,  the  United  States  produced  more  sulfuric 
acid,  the  key  chemical,  than  either  England  or  Germany.  Nevertheless, 
World  War  I  contributed  much  to  the  development  of  the  American 
chemical  industry:  war  increased  the  demand  for  chemicals,  especially 
coal-tar  products;  and  war  cut  off  the  supply  of  dyes,  dye  intermediates, 
and  related  drugs  from  Germany.  In  1918,  the  Alien  Property  Custodian 
sold  German  chemical  patent  rights  to  American  producers  for  relatively 
nominal  amounts.  Two  government  policies  contributed  to  the  establish- 
ment of  a  great  chemical  industry  in  the  United  States.  As  Alien  Property 
Custodian,  Francis  P.  Garvan  prosecuted  for  patent  infringement  Ameri- 
can importers  of  the  products  of  German  firms  whose  rights  had  been 
taken  over  by  his  agency;  the  American  buyers  of  those  patents  thus  won 
an  important  advantage  in  the  United  States  market.  Secondly,  Congress 
granted  the  chemical  industry  special  protection  in  the  emergency  tariff 
of  May,  1921,  and  the  Fordney-McCumber  Act  of  1922. 

Between  1914  and  1919,  the  output  index  of  United  States  chemical 
plants  rose  from  42  to  52  (1921  =  100).  Between  1923  and  1929,  the 
product  of  such  plants  increased  in  value  from  $655  to  $738  million.  Both 
directly  and  by  subsidy  to  educational  institutions,  the  chemical  industry 
became  a  leader  in  research,  an  activity  also  furthered  by  the  communi- 
cations and  electrical  manufacturing  industries.  Unlike  the  automobile 
industry,  the  wage  bill  and  the  number  of  workers  employed  by  chemi- 
cal plants  declined  during  the  decade,  Consolidation  proceeded  rapidly. 
At  least  500  mergers  occurred  in  the  chemical  industry  and  the  number 
of  establishments  dropped  from  773  to  551.  Generally,  producers  sought 
to  control  sources  of  supply  and  outlets  for  their  products;  mergers  did 
not  usually  seek  full  control  of  a  single  item  or  group  of  items.  The  du 
Pont  Company,  for  instance,  did  not  seek  to  acquire  all  available  explo- 
sives plants.  Instead,  by  buying  other  companies  and  by  enlarging  or 
diversifying  facilities,  it  expanded  into  the  production  of  dyes,  heavy 
chemicals,  plastics,  and  synthetics.  Other  companies  proceeded  in  like 
fashion.  By  1929,  the  chemical  industry  was  dominated  not  by  any  single 
"trust"  but  by  half  a  dozen  large  companies  each  controlling  sources  of 
supply  and  plants  for  making  fine  and  heavy  chemicals.  In  some  instances, 
these  large  chemical  companies  advertised  products  of  their  making  to 
the  ultimate  retail  consumer  as  well  as  to  fabricators. 
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CONCENTRATION  OF  CONTROL 

New  industries  and  industrial  methods  thus  came  to  the  fore  in  the 
period  1919-29.  New  tendencies  toward  consolidation  and  toward  con- 
centration of  economic  control  also  appeared.  Between  1919  and  1929, 
nearly  7,000  firms  disappeared  as  a  result  of  mergers.  Between  1921  and 
1928,  1,268  industrial  combinations  were  organized,  principally  in  the 
iron  and  steel,  oil,  nonferrous  metals,  food,  and  textile  industries.  Often, 
combinations  such  as  those  represented  by  the  National  Dairy  Company 
or  General  Foods,  Inc.,  were  concerned  with  marketing  rather  than  pro 
duction.  Such  consolidations  represented  vertical  growth  by  the  process 
of  larger  companies  taking  over  their  suppliers  or  producers  of  com- 
plementary goods,  dairy  companies  absorbing  ice  cream  or  candy  manu- 
facturers, for  example.  By  1933,  the  merger  movement  of  the  1920's 
(increasing  the  effect  of  the  industrial  consolidations  of  1890-1904)  had 
created  a  situation  where  594  corporations  owned  52.2  per  cent  of  all  the 
corporate  capital  assets. 

The  way  toward  concentration  of  control  through  mergers  was  eased 
by  court  decision.  Section  7  of  the  Clayton  Act  forbade  a  corporation  to 
acquire  the  stock  of  a  competitor  when  that  acquisition  would  lessen 
competition.  In  1926,  the  Supreme  Court  weakened  that  prohibition  by 
allowing  mergers  to  stand  even  though  they  had  been  completed  by  a 
company's  voting  the  securities  it  was  legally  forbidden  to  acquire  ( Swift 
and  Company  v.  Federal  Trade  Commission  [278  U.S.  554J). 

Concentration  of  control  took  other  forms  than  simple  merger  of 
enterprises.  Broadened  use  of  holding  campanies  made  it  possible  to 
pyramid  a  small  investment  in  common  stock  into  a  veritable  empire 
by  organizing  one  holding  company  to  own  others  which  in  turn  owned 
shares  in  other  businesses.  Broader  distribution  of  stock  ownership  helped 
make  this  development  possible. 

As  the  corporate  form  of  organization  became  predominant  and  the 
need  for  capital  increased,  many  businesses  turned  to  the  securities 
market  for  funds.  In  1922,  security  issues  were  estimated  at  $2.4  billion; 
the  amount  rose  steadily  until  1929,  when  it  reached  an  annual  rate 
of  $8  billion.  The  number  of  stockholders  doubled  in  the  period  1900-22; 
members  of  the  lower  middle  class  and  even  better-paid  workmen  bought 
securities.  Although  no  count  of  the  actual  number  of  stockowners  was 
made,  the  general  trend  is  reflected  by  the  fact  that  between  1914  and 
1925,  about  a  million  customers  of  electric  and  gas  utilities  purchased 
$1  billion  worth  of  their  stock. 

Such  broad  distribution  of  holdings  fostered  a  divorce  between  owner- 
ship and  management  and  a  new  kind  of  concentration  of  control.  The 
individual  holder  of  a  small  number  of  shares  of  stock  in  an  enterprise 
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could  not  claim  to  influence  its  management;  he  lacked  information  and 
his  voting  power  was  insignificant.  Together,  similar  small  owners  might 
possess  a  majority  of  the  shares  in  a  corporation,  yet,  as  Robert 
Brookings  observed  in  1925,  they  could  bring  no  effective  pressure  upon 
the  actual  administration  of  the  enterprises  which  they  nominally  owned. 
Indeed,  broad  distribution  of  stockholdings  tended  to  change  the  concept 
of  ownership  from  the  physical  to  the  purely  legal.  Salaries  and  bonuses 
varying  with  earnings  were  often  large  enough  to  make  the  corporation's 
interest  the  chief  concern  of  management.  Nevertheless,  divorce  of 
managerial  and  directing  employees  from  ownership  opened  the  way  for 
unwholesome  practices— excessive  bonus  payments  sometimes  not  known 
to  stockholders,  inequitable  division  of  dividends  among  different  classes 
of  stock,  and  manipulation  of  securities  by  executives  and  directors. 

Since  majority  ownership  of  stock  was  so  scattered,  control  of  a  small 
proportion  of  the  total  could  give  mastery  of  an  enterprise  to  a  few 
persons.  With  relatively  small  investment,  or  with  no  great  cash  invest- 
ment at  all— through  the  purchase  of  stocks  with  borrowed  money- 
skilful  manipulators  could  rule  great  companies.  Wider  use  of  the  holding 
company  made  corporate  domination  truly  remote  since  intercorporate 
stock  ownership  permitted  an  elaborate  pyramiding  of  interests.  In  the 
public  utility  field,  where  such  practices  were  common,  stockholders  in 
the  operating  companies  which  produced  the  actual  revenue  were  help- 
less before  the  complicated  financial  structures  in  which  their  investment 
had  become  embedded.  And  by  such  a  complication  of  indirect  owner- 
ship, a  few  individuals  and  banking  groups  were  able  to  direct  enterprises 
which  seemed  separate  and  independent. 

Competition  took  on  a  new  shape  during  the  1920's.  Trade  associations 
multiplied  under  the  stimulus  of  World  War  I.  During  the  postwar  years, 
they  increased  and  flourished.  Besides  political  pressure  and  joint  action 
against  union  activity  in  many  instances,  trade  associations  concerned 
themselves  with  industrial  practices  and  efforts  to  control  the  market. 
They  carried  on  research  in  production  and  sales  methods.  They  fostered 
standardization  and  cost  accounting,  undertook  co-operative  purchase 
of  insurance,  and  exchanged  information  on  credit  and  collections.  Trade 
associations  sought  to  lessen  pressure  on  prices  by  informing  members 
of  stocks  on  hand,  unfilled  orders,  and  quantities  marketed  during  speci- 
fied periods.  They  examined  competitive  practices  in  an  effort  to  eliminate 
those  considered  unfair  by  the  trade.  With  the  encouragement  of  Secre- 
tary of  Commerce  Hoover,  many  trade  associations  held  trade  practice 
conferences.  These  drafted  codes  of  competitive  behavior  which  were 
given  at  least  tacit  approval  by  the  Federal  Trade  Commission.  According 
to  the  National  Industrial  Conference  Board,  Secretary  Hoover  encour- 
aged trade  associations  to  hope  they  might  eventually  obtain  'legal 
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sanction  for  unified  regulation  of  supply  and  control  of  price  when 
exercised  with  moderation  and  self-restraint. . . ." 

The  plane  of  competition  shifted.  Instead  of  seeking  to  take  the  market 
from  his  competitors  within  the  industry,  the  businessman  of  the  20's, 
sought  to  control  that  market  so  as  to  hold  prices  stable  and  keep  produc- 
tion at  the  level  which  would  make  the  highest  return.  Consequently, 
"price  appeal"  was  frowned  on;  the  consumer  was  offered  "quality" 
instead,  sometimes  of  a  rather  intangible  sort.  Advertising  reached  a  new 
level  of  effectiveness  and  a  new  height  in  social  esteem.  Indeed,  leading 
practitioners  of  the  art  were  ready  to  interpret  even  the  spiritual  leaders 
of  the  past  as  masters  of  the  seller's  craft. 

While  advertisers  tried  to  persuade  consumers  that  they  should  seek 
other  benefits  than  low  price  when  they  bought,  chain  retailers  were 
offering  low  prices  as  a  prime  inducement.  Simultaneously,  chain  -retailers 
sought  profit  from  the  economy  of  large-scale  operations  in  purchasing, 
warehousing,  and  distribution,  By  1929,  corporate  chains  owned  10  per 
cent  of  all  retail  stores  and  made  32  per  cent  of  annual  sales. 

The  rapid  growth  of  chain  stores  during  the  decade— particularly  in 
retailing  groceries,  drugs,  shoes,  variety  merchandise,  tobacco,  and  auto- 
mobile tires  and  accessories— evoked  both  state  and  federal  action.  North 
Carolina  and  Georgia  led  the  way  when  they  imposed  discriminatory 
taxes  on  chain  stores  in  1927.  Six  years  later,  the  Supreme  Court  upheld 
a  state's  right  to  impose  a  progressive  tax  upon  multiple-store  enterprises, 
but  denied  it  the  power  to  increase  that  tax  if  the  stores  were  in  more 
than  one  county  (Liggett  v.  Lee  [288  U.S.  517] ).  In  1932,  Senator  Brook- 
hart  offered  a  resolution  directing  the  Federal  Trade  Commission  to 
investigate  chain  stores  with  a  view  to  recommending  corrective  legisla- 
tion. The  independent  retailer  was  in  danger  of  extinction,  said  the 
Senator  from  Iowa.  Although  the  FTC  reported  that  federal  legislation 
would  be  inadvisable,  Congress  did  finally  adopt  laws  intended  to  lessen 
the  advantage  of  the  large  scale  distributor. 


FINANCIAL  DEVELOPMENTS 

r 

Installment  Buying.  The  growth  of  new  industries  helped  create  new 

fashions  in  consumer  spending.  With  the  development  of  electric  power 
there  appeared  a  new  type  of  household  equipment— washing-machines 
and  vacuum  cleaners  notably— far  more  convenient  (and  expensive)  than 
washboard,  broom,  and  elbow-grease.  Automobiles  and  radios  also  be- 
came part  of  common  life.  These  consumers'  durable  goods  came  to  play 
a  far  more  important  role  in  the  economy  than  had  their  nineteenth- 
century  predecessors,  the  piano  and  the  buggy.  Output  indexes  for  con- 
sumers' durables  rose  faster  than  output  indexes  for  other  consumer  goods 
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or  even  for  capital  equipment.  The  change  is  most  striking  when  viewed 
over  the  period  1919-29.  Of  the  total  value  of  goods  produced  in  the 
United  States,  durables  constituted  25.3  per  cent  in  1919  while  food  and 
clothing  constituted  58.6  per  cent;  in  1929,  the  percentages  had  shifted  to 
35.2  and  43.6. 

Consumers'  durables  were  too  costly  for  the  average  wage  earner  to  buy 
for  cash.  They  had  a  relatively  long  useful  life,  however.  If  sold  on  credit, 
they  could  be  repossessed  and  sold  again,  did  the  original  purchaser  fail 
to  meet  his  payments.  Installment  selling  thus  solved  the  problem  of  se- 
curing a  wide  market  for  relatively  expensive  commodities.  Installment 
buying  increased  until,  by  1929,  it  accounted  for  13  per  cent  of  all  retail 
sales. 

As  installment  buying  increased  in  importance  and  in  social  repute, 
there  developed  a  new  philosophy  of  personal  debt.  By  the  50's,  some 
American  economists  were  declaring  that  the  form  of  saving  best  adapted 
to  low-income  groups  was  installment  buying  of  durable  goods.  Such  pur- 
chases enabled  people  to  use  goods  while  they  accumulated  the  money  to 
pay  for  them  in  sums  which  might  otherwise  have  been  frivoled  away  on 
perishables.  The  American  family,  in  other  words,  had  learned  how  to  eat 
its  cake  and  have  it. 

Changes  in  Banking  Practice.  While  thrift  was  thus  re-defined,  banking 
took  on  new  aspects.  In  1900,  business  loans  accounted  for  half  the  earn- 
ing assets  of  United  States  banks.  In  the  period  1913-33,  80  per  cent  of 
such  assets  were  other  than  commercial  loans.  Such  loans  had  been  at 
least  nominally  in  the  form  of  short-term  credit;  actually,  it  often  became 
customary  for  credits  to  be  renewed  as  they  fell  due  so  that  businessmen 
came  to  rely  upon  these  invariably  renewed  loans  for  working  capital.  The 
growing  importance  of  mechanized  large-scale  industry  altered  methods 
of  financing.  Mechanization  required  great  sums  for  plant  and  equipment. 
Long-term  funds  became  a  necessity.  Hence,  business  turned  to  the  secu- 
rities markets;  in  periods  of  prosperity,  furthermore,  corporations  plowed 
profits  back  into  capital  equipment  and  maintained  great  liquid  reserves. 

Banks  found  business  loans  a  declining  source  of  earning  assets,  in  con- 
sequence. For  instance,  during  the  economically  dynamic  period  1923-28, 
business  loans  grew  at  the  rate  of  $180  million  a  year  (the  rate  had  been 
$150  million  in  the  years  1900  to  1915).  Banks,  therefore,  must  look  else- 
where for  earning  assets.  Real  estate  and  securities  holdings  grew.  Loans 
on  securities  increased.  Attempts  to  share  in  the  profit  opportunities  of- 
fered by  the  growing  market  for  securities  tended  to  blur  the  distinction 
between  commercial  and  investment  banking.  That  was  not  an  entirely 
new  development,  to  be  sure.  As  early  as  1912,  the  Pujo  Committee  rec- 
ommended that  national  banks  be  forbidden  to  underwrite  and  sell  secu- 
rities. It  also  proposed  that  they  be  forbidden  to  organize  affiliated 
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corporations  to  engage  in  such  dealings.  Its  recommendations  were  ig- 
nored. During  the  20*s,  forces  were  at  work  which  tended  to  push  banks 
into  the  securities  business. 

The  need  for  additional  earning  assets  as  commercial  loans  fell  off  has 
already  been  mentioned.  On  the  other  hand,  corporations  desired  to  replace 
bonds,  with  their  fixed  interest  charges,  by  stocks,  on  which  dividends 
could  be  omitted  when  business  slacked.  Banks  had  gained  experience  in 
retail  distribution  of  securities  during  World  War  I  bond  drives.  Bankers 
in  large  financial  centers  had  the  information  and  personal  relationships 
needed  to  float  stock  issues.  Securities  dealings  offered  banks  the  oppor- 
tunity to  share  in  the  profits  of  underwriting  and  distributing  stocks.  Na- 
tional banks  were  forbidden  to  lend  any  single  borrower  more  than  10  per 
cent  of  their  capital.  They  might  not  make  loans  for  speculation,  or  invest 
in  slow-moving  assets.  Securities  affiliates,  chartered  under  state  laws, 
were  not  so  restricted.  Such  companies  multiplied,  therefore,  in  spite  of 
the  Pujo  Committee's  counsel  and  a  warning  which  the  Comptroller  of 
the  Currency  issued  in  1920.  Once  again,  the  holding  company  permitted 
organization  of  top  corporations,  which  controlled  both  banks  and  bank- 
affiliated  companies  dealing  in  real  estate,  insurance,  foreign  trade  financ- 
ing, personal  loans,  and  securities. 

Banks  chartered  under  state  laws  had  greater  freedom  of  action  than  had 
national  banks.  To  prevent  a  change  in  allegiance,  the  new  Comptroller 
of  the  Currency  urged  that  Congress  revise  and  ease  the  federal  banking 
laws.  In  1927,  the  McFadden  Act  permitted  national  banks  new  latitude. 
They  were  empowered  to  establish  branches  within  the  state  where  they 
operated,  and  they  might  deal  in  bonds,  notes,  debentures,  and  other  evi- 
dence of  indebtedness,  but  not  in  stocks.  The  law  did  not  ban  securities 
affiliates,  however,  hence  the  restriction  on  stock  dealings  was  relatively 
ineffectual. 

Federal  Reserve  Policy.  As  banks  shifted  from  commercial  loans  to  real 
estate  and  securities  dealing,  Federal  Reserve  control  over  credit  became 
less  effective  than  had  been  anticipated.  Commercial  loans  furnished  a 
smaller  share  of  bank  business  and  income,  hence,  banks  had  less  need  to 
rediscount  notes.  Furthermore,  the  influx  of  gold  between  1922  and  1929 
hampered  attempts  to  control  credit.  Since  the  gold  reserve  against  notes 
and  deposits  averaged  80  per  cent  instead  of  the  35-40  per  cent  required 
by  law,  banks  had  the  less  need  to  resort  to  the  Reserve  banks  for  redis- 
count Once  again,  the  raising  or  lowering  of  the  rediscount  rate  was 
rendered  less  effective  in  controlling  the  flow  and  amount  of  credit. 

Federal  Reserve  credit  policy  made  only  ineffectual  attempts  to  further 
economic  stability.  When  the  1921  revival  of  business  activity  appeared  to 
have  reached  inflationary  levels  by  1923,  the  Reserve  System  raised  redis- 
count rates  and  decreased  its  purchases  in  the  open  market.  When  a  brief 
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decline  in  basic  industry  appeared,  that  policy  was  reversed.  For  the  next 
two  years,  while  banks  increased  investment  dealings  and  loans  on  securi- 
ties, the  System  remained  relatively  inactive.  In  1927,  moderate  recession 
in  business  activity  evoked  pressure  for  cheaper  money.  The  Federal  He- 
serve  Board  complied,  even  going  so  far  as  to  order  the  Chicago  Reserve 
Bank  to  cut  its  rediscount  rate.  By  February,  1928,  the  Board  warned  that 
a  disproportionate  share  of  bank  credit  was  going  to  speculative  borrow- 
ers. Nonbank  lenders  offered  funds  to  these,  however,  and  the  contraction 
prompted  by  the  Board's  counsel  failed  of  full  effect.  In  August,  the  Board 
reversed  itself  and  lowered  rediscount  rates.  In  this  fashion,  the  Reserve 
authorities  tried  to  make  credit  dear  for  speculation  (by  pressure  upon 
bank  executives)  and  cheap  for  business  (by  holding  rediscount  rates 
down).  Between  1927  and  1929,  an  estimated  14  per  cent  of  bank  loans 
went  to  finance  securities  operations,  nonetheless,  and  only  3  per  cent 
went  to  finance  business.  By  mid-1929,  it  was  evident  that  the  System  had 
attempted  the  impossible,  for  effective  check  to  speculation  now  might 
react  disastrously  upon  business  activity  and  the  economy  as  a  whole. 

By  1929,  the  Federal  Reserve  System  had  fulfilled  its  original  purpose 
of  providing  an  elastic  currency,  but  it  had  not  remodelled  the  American 
banking  system.  What  was  liquid  commercial  paper  in  name  continued  to 
be  actual  investment  in  business  and  agriculture.  Loans  on  securities  in- 
creased instead  of  diminishing.  During  the  period  1922-31,  of  the  banks 
in  operation  in  1920,  29  per  cent  failed,  representing  10  to  13  per  cent  of 
total  banking  capital.  Reserve  members  had  a  better  solvency  record  over- 
all: only  823  members  suspended  between  1922  and  1928  as  against  4,107 
nonmembers.  Concentration  of  control  in  banking  appeared  in  the  rela- 
tively new  and  visible  shape  of  chain  and  group  banking,  while  large 
single  banks  increased  their  power.  In  1900,  the  nation's  20  largest  banks 
held  15.1  per  cent  of  all  loans  and  investments.  By  1920,  that  had  dropped 
to  13.8  per  cent  but  it  stood  at  24.8  per  cent  in  1930.  Between  1900  and 
1920,  the  number  of  banks  increased  faster  than  population;  thereafter, 
with  the  development  of  branch,  group,  and  chain  banking,  the  number 
declined.  Between  1921  and  1931,  there  were  5,094  bank  mergers  without 
offset  in  new  banks.  Between  1920  and  1930,  branch  bank  operations  in- 
creased from  530  to  770.  In  1920,  banks  with  branches  controlled  19  per 
cent  of  the  nation's  bank  resources;  by  1929,  they  controlled  41  per  cent. 

Fiscal  Policy.  During  the  1920's,  fiscal  policy  was  directed  toward  more 
efficient  administration  and  a  reduced  public  debt,  accompanied  by  search 
for  new  revenues  and  efforts  to  lessen  the  impact  of  these  new  forms  of 
taxation  upon  large  incomes.  In  1921,  with  the  adoption  of  the  Budget 
and  Accounting  Act,  the  federal  government  made  its  first  provision  for 
an  executive  budget.  The  law  of  1921  set  up  a  General  Accounting  Office 
under  a  Comptroller  General  appointed  by  the  President  for  15  years.  The 
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Comptroller  General  was  to  make  annual  reports  to  Congress.  He  was  to 
control  Treasury  receipts  and  issues,  settle  all  claims  for  and  against  the 
government,  rule  on  the  propriety  of  expenditures,  and  supervise  the  es- 
tablishment of  a  central  accounting  system  for  the  federal  government. 
The  act  required  the  President  to  submit  a  complete  budget  to  Congress, 
and  provided  a  Bureau  of  the  Budget  to  prepare  the  document.  From  the 
legislative  side,  meanwhile,  both  House  and  Senate  directed  their  spend- 
ing toward  a  single  appropriations  committee.  As  director  of  the  new  Bu- 
reau of  the  Budget,  President  Harding  appointed  Charles  G.  Dawes.  In 
consequence  of  Dawes'  energy,  ability,  and  gift  for  securing  public  atten- 
tion through  the  use  of  strong  language,  the  federal  budget  became  inter- 
esting as  well  as  useful,  and  popular  approval  strengthened  the  budget 
system. 

With  the  enactment  of  Prohibition,  the  federal  government  could  no 
longer  draw  upon  alcoholic  beverage  taxes  for  an  important  part  of  its 
revenues.  The  16th  Amendment  allowed  Congress  to  make  up  the  loss  by 
taxes  upon  incomes.  Although  faced  by  a  debt  of  $23.9  billion  in  1920,  the 
new  Republican  administration  was  not  inclined  to  follow  precedent  and 
seek  rapid  repayment.  The  principal  revenue  acts  of  the  1920's  embodied 
the  tax  policy  of  Treasury  Secretary  Mellon:  release  funds  for  investment 
by  easing  tax  burdens  on  the  largest  incomes.  Accordingly,  that  provision 
of  the  law  which  allowed  capital  gains  to  be  offset  by  capital  losses  was 
generously  interpreted;  persons  who  had  profited  by  securities  dealings 
were  frequently  permitted  to  lessen  or  wipe  out  those  profits  by  semi- 
fictitious  sales  at  nominal  losses;  and  the  year's  end  usually  saw  stock 
prices  falling  "for  tax  purposes."  Income  tax  rates  were  lowered.  In  1921, 
the  excess  profits  levies  of  World  War  I  were  repealed  and  surtaxes  low- 
ered. In  1924,  higher  exemptions  and  lowered  rates  lessened  taxation  at 
both  ends  of  the  economic  scale.  In  1926,  and  again  in  1928  and  1929,  tax 
rates  and  surtaxes  were  lowered,  and  taxes  on  inheritances  cut.  Neverthe- 
less, the  federal  budget  was  balanced  during  the  decade,  and  the  federal 
debt  outstanding  reduced  to  $16.9  billion. 

AGRICULTURE 

While  most  sectors  of  the  economy  prospered  after  1922,  agriculture 
reverted  to  its  pre-1900  status  of  "problem,"  and  agrarian  discontent  be- 
came a  significant  factor  in  politics.  The  purchasing  power  of  farm  prod- 
ucts which  stood  at  118  in  1917  (1913  =  100),  dropped  to  75  in  1921  and 
recovered  to  only  89  in  1929;  in  relation  to  other  producing  groups,  farm- 
ers were  less  well-off  than  they  had  been  before  World  War  I.  The  table 
below  shows  the  movement  of  farm  prices,  farm  income,  and  farm  mort- 
gage debt  from  1910  to  1929  for  selected  years: 
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TABLE  15 
Farm  Price  and  Income  Indexes;  Farm  Mortgage  Debt,  1910-29 


Income:  adjusted 

for  changes  in 

Farm  Mortgage 

Prices 

value  of  meat  animals 

Debt 

(1909-13  =  100) 

(1909-13  =  100) 

($  billion) 

1910 

105.5 

101.5 

3.2 

1918 

210.3 

231.3 

6.3 

1919 

233.8 

250.5 

7.1 

1920 

178.9 

202.3 

8.4 

1921 

131.3 

132.8 

10.2 

1925 

155.2 

180.0 

9.9 

1929 

152.6 

186.4 

9.7 

Year  after  year,  following  the  price  collapse  of  1920,  farm  spokesmen 
complained  of  the  crushing  weight  of  surpluses,  particularly  in  staple 
crops  like  wheat,  corn,  and  cotton.  In  considerable  degree,  high  wartime 
demand  was  responsible;  for  higher  prices  spurred  higher  output  and  in 
its  turn  that  was  fostered  by  mechanization,  especially  use  of  automotive 
power.  In  1924,  the  all-purpose  farm  tractor  was  introduced;  machinery 
could  be  used  in  cultivating  row  crops  like  corn  and  cotton  as  well  as  in 
plowing,  harvesting,  and  threshing  grain.  In  1914,  an  estimated  25,000 
tractors  were  in  use  on  farms;  in  1919, 158,000  were  being  used.  Each  year 
thereafter,  the  total  increased  until,  by  1929,  farm  tractors  numbered 
827,000.  Tillage  implements  were  also  improved:  new  plows  and  planting 
devices  were  introduced;  multiple-function  machines  made  it  possible  to 
sow  and  fertilize  in  one  operation.  In  addition  to  expanded  use  of  machin- 
ery, better  techniques  and  application  of  scientific  method  further  en- 
larged output:  disease-resistant  varieties  of  spring  wheat  and  sugar  cane 
increased  those  crops;  hybrid  corn  made  possible  larger  production  per 
acre;  greater  knowledge  of  nutrition  and  more  scientific  breeding  stand- 
ards, aimed  at  higher  production  rather  than  an  ideal  appearance,  raised 
output  of  meat,  milk,  and  poultry.  Although  weather,  rainfall,  and  insect 
pests  often  affect  agricultural  output  more  than  technique,  it  is  neverthe- 
less significant  that  agricultural  production  indexes  rose  from  125  in  1919 
(1899  =  100)  to  144  in  1929. 

Improved  agricultural  methods  increased  efficiency— the  estimated  out- 
put per  worker  rose  from  84  in  1917-21  to  105  in  1927-31  (1924-29=100) 
—but  higher  output  only  added  to  the  surplus.  A  greater  product  was  fun- 
neled  into  shrinking  markets,  foreign  and  domestic.  Of  the  staple  crops, 
only  tobacco  held  its  own  in  the  export  trade;  but  the  proportion  of  cotton 
exported  fell  from  66  to  less  than  50  per  cent,  meat  from  20  per  cent  to 
almost  nothing,  wheat  from  33  to  12.5  per  cent.  High  prices  during  World 
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War  I  stimulated  wheat  production  in  Canada,  Australia,  and  the  Argen- 
tine; desire  for  self-sufficiency  increased  European  production.  Demand  for 
American  cotton  dropped  with  the  growth  of  plantings  in  Brazil,  Egypt, 
and  India,  and  total  cotton  demand  diminished  because  of  competition 
from  other  fibers,  rayon  particularly.  As  export  markets  shrank,  United 
States  farm  products  faced  marked  shifts  in  domestic  demand.  Introduc- 
tion of  the  automobile  and  its  use  in  farm  operations  lessened  demand  for 
work  animals  and  their  feed,  releasing  land  for  further  staple  production. 
Population  grew  more  slowly,  hence,  the  total  consumption  of  food  de- 
clined. Greater  employment  in  sedentary  occupations,  decreased  use  of 
common  labor  in  industry,  and  relative  decline  in  agricultural  employ- 
ment also  lessened  the  demand  for  food.  Nor  should  changes  in  habit  and 
fashion  be  overlooked.  Better  home  heating  made  the  consumption  of 
high-calory  foods  less  necessary.  Shifting  ideals  of  feminine  beauty  made 
slenderness  desirable  and,  since  American  women  set  feeding  habits  for 
their  families,  consumption  of  starchy  foodstuffs  lessened.  Nutritional  re- 
search spread  appreciation  of  the  need  for  fruit,  vegetables,  and  dairy 
products  in  the  diet,  and  gave  further  impetus  to  the  movement  away 
from  breadstuffs  and  fat  meats.  In  1914,  per  capita  daily  food  consump- 
tion was  reckoned  at  5.06  pounds;  in  1919,  that  dropped  to  4.87  pounds; 
by  1929,  it  was  only  5.02  pounds.  Fashion  had  an  equally  significant  influ- 
ence on  the  demand  for  cotton.  Women  wore  fewer  clothes;  the  garments 
they  did  wear  used  less  cotton.  Silk  and  rayon  made  cotton  stockings  al- 
most obsolete,  sharply  cut  the  cotton  required  for  women's  underwear, 
and  restricted  the  use  of  cotton  for  dresses. 

Narrower  markets  meant  lower  prices,  unless  output  dropped,  but  fixed 
farm  expenses  did  not  diminish.  Hence  to  earn  cash  sufficient  to  meet  in- 
terest, rising  taxes,  and  the  cost  of  mechanized  equipment,  the  staple  pro- 
ducer increased  production,  with  consequent  further  pressure  on  prices 
and  supply.  The  value  of  farm  land  declined:  in  1920,  the  index  of  the 
estimated  per  acre  value  of  farm  land  stood  at  170;  by  1925,  the  figure 
was  127;  and  by  1930,  115  (1912-14  =  100).  Some  farmers  were  forced 
into  bankruptcy  and  tenant  status  as  a  result;  between  1920  and  1930,  the 
percentage  of  tenants  increased  from  38.1  to  42.4;  of  all  bankruptcy  cases 
filed  in  1929, 17.8  per  cent  were  farmers. 

Protest  against  the  rapid  adverse  change  in  the  farmer's  position  began 
soon  after  the  collapse  of  farm  prices  in  May-June,  1920.  In  May,  1921,  a 
special  joint  Congressional  Committee  set  about  inquiring  into  the  agri- 
cultural crisis.  It  found  that  credit  restrictions  and  Federal  Reserve  policy 
since  April,  1920,  had  increased  the  farmer's  debt  burden,  already  made 
heavier  by  falling  prices.  As  remedies,  the  investigators  suggested  legaliza- 
tion of  co-operative  marketing,  regulation  of  trading  in  grains,  better  pro- 
vision for  intermediate  credits,  and  higher  farm  prices.  By  1922,  because 


ASPECTS  OF  ECONOMIC  LIFE  267 

of  discontent  among  farmers  as  well  as  in  other  areas,  the  Republican 
majority  of  1920  had  been  cut  to  10  in  the  Senate  and  15  in  the  House. 
Among  the  Senate  Republicans  were  men  like  Smith  Brookhart  of  Iowa, 
Lynn  Frazier  of  Nebraska,  and  Senators  Norris  and  LaFollette.  These 
"sons  of  the  wild  jackass,"  as  the  conservative  Senator  Moses  of  New 
Hampshire  tagged  them,  harried  the  Republican  majority.  Their  espousal 
of  legislation  for  "farm  relief"  forced  the  conservative  wing  to  push  meas- 
ures like  the  Agricultural  Marketing  Act  of  1929  in  order  to  forestall  more 
far-reaching  proposals.  Broad  interpretation  of  party  loyalty  left  "farm 
bloc"  or  "insurgent"  Republicans  free  to  vote  with  Democrats  on  occasion, 
yet  their  retention  of  the  Republican  label  entitled  them  to  committee  as- 
signments according  to  the  seniority  rule.  Nevertheless,  disproportionate 
as  was  the  power  the  insurgent  group  attained  in  the  Senate,  it  could 
not  win  support  enough  to  override  Presidential  vetoes.  Not  even  the  fail- 
ure of  remedies  like  high  tariffs  on  farm  products  and  government  aid  to 
co-operative  marketing  could  convince  Presidents  Coolidge  and  Hoover 
that  they  had  fixed  on  ineffectual  methods  to  cure  the  economic  ills  which 
plagued  farmers. 

By  1924,  important  sectors  of  farm  opinion  had  found  accumulating 
surpluses  at  the  core  of  agriculture's  problems.  To  lessen  the  pressure  of 
those  surpluses  on  staple  prices,  farm  spokesmen  urged  that  the  export 
surplus  be  separated  from  domestic  requirements.  The  former  should  be 
taken  off  the  market  by  government  purchase  in  order  that  the  price  of 
farm  produce  used  within  the  United  States  might  rise  to  a  reasonable 
level.  The  surplus  might  then  be  sold  for  what  it  would  bring  outside  the 
United  States.  Two  plans  were  suggested  for  meeting  the  cost  of  thus  seg- 
regating the  surplus.  The  first  proposed  that  the  difference  between  the 
domestic  and  the  world  price  of  a  given  staple  should  be  met  by  an 
"equalization  fee"  levied  on  producers  of  that  staple.  Later,  the  "export 
debenture"  plan  found  favor.  This  would  have  the  federal  government 
use  customs  revenues  to  pay  the  cost  of  buying  surplus  staples  at  the  do- 
mestic price  and  selling  them  outside  the  domestic  market  at  the  world 
price.  Twice  after  its  introduction  in  1924,  Congress  passed  the  McNary- 
Haugen  bill,  which  incorporated  the  "equalization  fee."  Twice,  in  1927  and 
in  1928,  the  President  vetoed  the  measure.  The  "export  debenture"  plan 
fared  less  well.  After  introduction  in  1926,  it  succeeded  only  in  the  Senate. 
In  1929,  Norris  of  Nebraska  was  instrumental  in  incorporating  the  "export- 
debenture"  scheme  into  the  Smoot-Hawley  tariff  bill,  but  the  Hoover  ad- 
ministration was  strong  enough  in  the  House  to  nullify  the  efforts  of  farm 
bloc  members  and  to  remove  the  provision  from  the  bill. 

Although  plans  to  raise  agricultural  prices  through  government  effort 
did  not  succeed  during  the  1920's,  numerous  measures  to  aid  agriculture 
were  adopted.  The  Futures  Act  of  1921  put  trading  in  grain  under  the 
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supervision  of  the  Department  of  Agriculture.  To  ease  the  price  drop  of 
1920,  Congress  revived  the  War  Finance  Corporation.  This  was  author- 
ized to  advance  $1.5  billion  to  banks  to  finance  farmers  in  holding  their 
crops  for  higher  prices.  After  three  years  of  debate,  the  Packers  and  Stock- 
yards Act  became  law  in  1921.  It  required  operators  of  stockyards  and 
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market  agencies  to  register  with  the  Secretary  of  Agriculture,  and  to  file 
statements  of  their  charges.  Those  were  to  be  nondiscriminatory  and  rea- 
sonable. Packers  were  forbidden  to  combine  to  control  prices  or  divide 
markets,  to  engage  in  unfair  practices,  or  to  create  a  monopoly.  Enforce- 
ment was  entrusted  to  the  Secretary  of  Agriculture  who  was  to  hear  com- 
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plaints  concerning  stockyards  operators,  hold  hearings,  and,  if  evidence 
warranted,  issue  "cease-and-desist"  orders. 

In  1922,  the  Capper- Volstead  Act  gave  farm  co-operatives  the  right  to 
process,  handle,  prepare,  and  market  goods  without  danger  of  attack  as 
combinations  in  restraint  of  trade  under  the  antitrust  laws.  In  1923,  the 
Federal  Intermediate  Credit  Act  added  another  to  the  measures  carrying 
out  recommendations  of  the  1921  investigation.  The  new  law  was  designed 
to  help  farmers  secure  working  capital  at  lower  rates.  Private  investors 
were  authorized  to  organize  agricultural  credit  corporations  to  lend  money 
on  agricultural  paper  of  9-months'  maturity.  The  machinery  and  offices 
of  the  Federal  Farm  Loan  banks  of  1916  were  to  be  used  to  set  up  12 
intermediate  credit  banks,  each  with  $5  million  in  capital  subscribed  by 
the  government.  The  intermediate  credit  banks  were  to  rediscount  agri- 
cultural paper-notes,  drafts,  bills  of  exchange  for  financing  agricultural 
or  livestock  production  and  marketing-offered  by  banks,  agricultural 
credit  corporations,  and  similar  lenders.  The  intermediate  credit  banks 
might  also  lend  directly  to  agricultural  co-operatives  for  terms  of  6  months 
to  3  years  and  up  to  75  per  cent  of  the  value  of  the  commodities  pledged 
by  way  of  warehouse  receipts  or  bills  of  lading. 

The  1920's  thus  developed  or  completed  a  fairly  full  program  to  protect 
the  farmer  against  market  exploitation,  to  foster  co-operative  marketing, 
and  to  give  farmers  easier  access  to  credit.  Nevertheless,  the  farmers'  po- 
sition did  not  improve.  In  1929,  political  protest  forced  the  passage  of  the 
Agricultural  Marketing  Act.  This  made  no  direct  attempt  to  raise  agricul- 
tural prices.  Instead,  it  sought  to  encourage  greater  resort  to  co-operative 
marketing  by  farmers.  A  Federal  Farm  Board  of  8  members,  appointed  by 
the  President  for  6  years  with  the  advice  and  consent  of  the  Senate,  was 
to  encourage  the  organization  of  agricultural  co-operatives.  It  was  given 
charge  of  a  fund  of  $500  million  to  make  loans  to  co-operatives.  In  addi- 
tion, on  the  application  of  advisory  committees  of  producers  of  particular 
products,  the  Board  might  set  up  stabilization  corporations  to  control  and 
market  surpluses.  Finally,  the  Board  might  agree  to  insure  both  co-opera- 
tives and  stabilization  corporations  against  loss. 

As  a  result  of  Board  encouragement,  including  $165  million  in  loans, 
co-operatives  grew  in  numbers.  In  the  fall  of  1929,  the  Board  offered  to 
lend  wheat  co-operatives  $1.18  per  bushel  for  all  wheat  they  held  off  the 
market.  In  February  and  June,  1930,  the  Board  organized  Grain  and  Cotton 
Stabilization  Corporations.  Each  entered  the  market  to  sustain  the  price 
of  its  staple;  each  failed,  although  the  first  bought  300  million  bushels  of 
wheat  and  the  second  4.5  million  bales  of  cotton.  The  government  lost  $184 
million  in  the  operation,  and  the  price  of  both  commodities  was  lower 
than  before.  For,  despite  Farm  Board  exhortation,  the  output  of  staples 
did  not  fall  in  the  years  1931-33,  and  surpluses  continued  to  accumulate. 
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LABOR 

From  1920  to  1929,  the  labor  force  changed  markedly  in  composition, 
Most  striking  was  the  decline  in  immigration.  World  War  I  cut  immigra- 
tion sharply.  It  also  helped  create  a  political  climate  favorable  to  restric- 
tive legislation.  Wars  spur  nationalism;  World  War  I,  which  brought  the 
United  States  into  joint  action  with  Britain,  intensified  a  desire  to  protect 
the  American  "racial  stock"  from  further  dilution  by  Latins  and  Slavs. 
From  1897  to  1914,  10.15  million  immigrants  from  southern  and  eastern 
Europe  had  entered  the  United  States  as  against  2.9  million  from  north- 
ern and  western  Europe.  In  1907,  Congress  appointed  an  Immigration 
Commission  to  inquire  into  the  social  consequences  of  the  movement  and 
to  recommend  legislation.  The  Commission  paid  tribute  to  the  scientific 
spirit  by  securing  acknowledged  experts  like  John  R.  Commons  and  Franz 
Boas  to  write  monographs  on  special  subjects,  but  it  gave  allegiance  to 
the  notion  of  "Nordic  superiority."  More  significant,  perhaps,  was  the  Com- 
mission's conclusion  that  the  United  States  required  little  further  addition 
to  its  supply  of  unskilled  labor,  and  that  future  immigration  laws  should 
be  based  on  the  economic  needs  of  the  nation  as  well  as  on  care  to  pre- 
serve its  "racial"  composition. 

Distrust  of  the  unassimilated  alien  grew  during  the  war.  In  postwar 
fear  of  social  change,  the  "alien  radical"  seemed  even  more  dangerous 
than  he  had  in  1903,  when  anarchists  were  denied  admission  to  the  United 
States.  To  organized  labor's  desire  to  cut  competition,  nationalism  and 
social  conservatism  added  new  strength.  Three  laws  reflected  that  trend. 

First,  in  1917,  persons  from  a  barred  zone  including  India,  southwest 
Asia,  and  the  southwest  Pacific,  were  refused  entry  to  the  United  States, 
Over  President  Wilson's  veto,  Congress  succeeded  in  imposing  literacy  in 
some  language  as  a  prerequisite  for  admission.  Second,  in  1921,  Congress 
adopted  a  new  and  more  forthright  policy:  for  each  European  country 
(since  most  Asiatics  were  barred),  immigration  was  to  be  limited  to  3  per 
cent  of  the  number  of  its  nationals  resident  in  the  United  States  in  1910. 
This  temporary  measure,  renewed  for  two  years  in  1923,  was  intended  to 
lessen  the  number  of  immigrants  and  to  change  their  source.  "Undesir- 
able" east  and  south  Europeans  filled  their  quotas,  however,  while  north 
Europeans  remained  at  home.  Third,  to  protect  the  racial  stream  more 
effectually,  and  further  to  lessen  the  number  of  immigrants,  the  National 
Origins  Act  of  1924  was  adopted.  This  cut  the  quota  to  2  per  cent  and 
shifted  the  base  year  to  1890.  Until  1927,  the  quota  for  each  country  was 
to  be  2  per  cent  of  the  persons  of  that  nationality  residing  in  the  United 
States  in  1890;  thereafter,  the  quota  was  to  be  the  proportion  of  150,000 
which  the  "number  of  persons  of  a  given  national  origin  residing  in  the 
United  States  bears  to  the  country's  total  population  in  1920,"  The  law  ex- 
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empted  persons  born  in  Canada,  Mexico,  and  independent  Western  Hem- 
isphere nations;  but  it  banned  all  foreigners  ineligible  to  citizenship,  thus 
abrogating  the  Gentlemen's  Agreement  with  Japan.  To  lessen  refusal  at 
American  ports,  American  consuls  and  health  officers  were  to  certify  the 
fitness  of  quota  immigrants  before  they  embarked.  Because  it  proved  im- 
possible to  trace  the  national  origins  of  the  American  people  with  any  de- 
gree of  accuracy,  that  provision  of  the  law  did  not  come  into  force  until 
1929.  Then  President  Hoover,  protesting  the  offense  against  his  engineer's 
respect  for  fact,  proclaimed  the  national  origins  clause  in  force. 

As  a  result  of  the  new  immigration  policy,  industry  was  forced  to  seek 
new  sources  of  cheaper  labor.  The  South  proved  useful  both  as  a  source 
of  Negro  and  of  white  workers.  Negro  migration  to  the  North,  which  had 
been  so  striking  during  World  War  I,  slacked  off  in  its  rate  of  increase, 
but  continued  to  add  to  the  Negroes  living  in  the  North  and  mid-West. 
Between  1920  and  1930,  the  Negro  population  of  such  cities  as  New  York, 
Chicago,  Cleveland,  Detroit,  Buffalo,  and  Gary,  Indiana,  grew  by  from 
108  to  239  per  cent.  Southern  whites  migrated  to  the  same  centers,  Detroit 
particularly,  carrying  with  them  characteristic  social  attitudes  and  in  con- 
sequence contributing  to  the  racial  friction  which  produced  violence  both 
during  the  1930's  and  during  World  War  II.  Besides  migration  from  the 
South,  nonquota  immigrants  from  Canada  and  Mexico  helped  fill  the  gap 
left  by  a  declining  number  of  Europeans  entering  the  country.  Perhaps 
the  gap  was  less  evident  because  of  altered  industrial  patterns:  the  need 
for  unskilled  muscular  labor  declined;  women-employing  business  occu- 
pations expanded  faster  than  manufacturing,  which  dropped  2  per  cent  in 
the  proportion  of  gainfully  occupied  workers  it  used.  In  fact,  while  the 
female  population  over  10  increased  20.6  per  cent  between  1920  and  1930, 
the  number  of  working  women  increased  by  25.8  per  cent.  The  propor- 
tion of  gainfully  employed  persons  in  the  15-19  year  age  group  fell 
from  6  to  2.6  per  cent  between  1900  and  1920,  and  to  1.4  per  cent  in  1930. 

The  table  below  shows  the  changing  sources  of  United  States  immigra- 
tion between  1911  and  1930. 

TABLE  16 
Geographic  Distribution  of  Immigrants,  1911-30 
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During  the  next  decade,  the  same  relative  proportions  prevailed,  but  the 
quantity  declined  and  even  moved  negatively:  the  State  Department 
refused  entrance  visas  to  persons  likely  to  become  public  charges;  the 
Department  of  Labor  sought  out  unemployed  and  dependent  aliens  and 
deported  them  as  permitted  by  law;  others,  denied  relief  as  aliens  and 
unable  to  find  jobs,  left  on  their  own  initiative.  Between  1921  and  1930, 
total  net  immigration  was  3,062,133;  between  1931  and  1940,  68,789.  Im- 
migration increased  somewhat  in  the  period  1936-39,  but  decreased  again 
during  World  War  II. 

In  consequence  of  the  immigration  policy  of  the  1920's,  the  total  number 
of  immigrants  fell,  and  the  "new  immigration"  of  1900-14  was  cut  down. 
Declining  immigration  contributed  to  slowing  the  rate  of  population 
growth:  fewer  immigrants  entered;  migration  of  the  higher-birthrate 
groups  was  checked;  urbanization  and  the  effect  of  assimilating  American 
standards  of  living  tended  to  reduce  birthrates  among  resident  immi- 
grants. Resentment  against  exclusion  of  Japanese  immigration  helped  ease 
the  militarists'  road  to  power  in  Japan.  Restrictive  immigration  policy  in 
the  United  States  may  have  increased  pressure  on  European  living  stand- 
ards in  such  restive  areas  as  Poland,  the  Balkans,  and  Italy,  and  thus 
smoothed  the  path  for  demagogues.  Cutting  the  demographic  coat  to  fit 
its  economic  cloth  wins  no  political  applause;  but  demand  for  other  peo- 
ple's territory  as  outlet  for  an  increasing  population  promotes  national 
unity. 

Yet  in  a  sense,  it  was  to  deepen  national  unity  that  the  United  States 
adopted  its  new  immigration  policy.  Henceforth,  nativism  seeking  to  main- 
tain dominance  by  the  white,  "Anglo-Saxon"  Protestant  element  in  the 
population,  was  to  prevail;  the  notion  of  the  United  States  as  a  land  of 
refuge  was  abandoned.  Even  when  the  end  of  World  War  II  left  an  un- 
reckoned  number  of  persons  either  unacceptable  to  countries  where  they 
were  born,  or  unwilling  to  return  there,  the  United  States  showed  little 
immediate  response.  Between  1945  and  1948,  displaced  persons  were  given 
priority  on  the  quota  of  their  nationality,  but  only  36,996  were  admitted. 
A  bill  to  allow  entry  of  400,000  DPs  in  a  four-year  period  was  rejected  in 
1947.  In  1948,  a  Displaced  Persons  Act  permitted  the  entry  outside  quota 
limits,  but  chargeable  against  future  quotas,  of  202,000  DPs  and  3,000  war 
orphans  during  a  two-year  period.  However,  numerous  restrictions  were 
imposed  which  made  the  law  less  generous  than  it  appeared.  An  attempt 
to  liberalize  the  measure  failed  in  October,  1949;  it  was  more  successful 
the  following  year,  when  restrictions  were  eased  and  the  total  number  of 
admissions  increased  to  415,744.  By  the  time  the  DP  Act  had  expired  in 
April,  1952,  339,000  persons  had  been  admitted  under  its  provisions. 
When,  over  presidential  veto,  Congress  recodified  the  immigration  laws 
in  1952,  it  set  annual  quotas  of  50  to  100  for  nationals  of  Far  Eastern  coun- 
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tries  previously  barred  and  made  all  legal  immigrants  equally  eligible  for 
citizenship.  It  also  extended  the  quota  system  to  certain  Western  Hemi- 
sphere areas.  In  this  fashion,  the  law  was  made  to  comply  with  the 
requirements  of  equal  treatment  in  form  while  it  retained  limitations  on 
total  immigration  and  on  the  number  of  nonwnite  persons  allowed  entry. 

As  immigration  laws  altered  the  composition  of  the  laboring  population 
during  the  1920's,  shifts  in  occupation  changed  the  picture  of  its  activities. 
The  proportion  of  workers  in  manufacturing  rose  from  27.6  to  29.9  per 
cent  between  1910  and  1920,  then  dropped  to  27.9  per  cent  in  1930.  Work- 
ers in  trade,  on  the  other  hand,  increased  from  9.8  to  12.9  per  cent  of  the 
total  between  1910  and  1930,  while  clerical  workers  increased  from  4.3  to 
7.8  per  cent  of  the  gainfully  employed  during  that  period.  The  index  of 
real  hourly  earnings  rose  from  197  in  1923  to  209  in  1926  (1914=100). 
The  index  of  hourly  money  earnings  rose  from  94.9  in  1923  to  103.3 
in  1929  (1926=100.)  Estimated  average  annual  money  earnings  of  em- 
ployed industrial  workers  went  up  from  $1,374  in  1923  to  $1,424  in  1929. 
Wages  as  a  percentage  of  national  income  dropped  slowly  between  1922 
and  1929;  relative  stability  of  living  costs,  rather  than  an  increasing  share 
of  national  income,  accounted  for  the  prosperity  of  workers  in  certain 
sectors  of  the  economy. 

While  real  wage  rates  advanced,  actual  earnings  increased  less  rapidly 
because  of  decreased  working  hours.  Between  1920  and  1929  the  average 
work  week  dropped  from  51  to  48.6  hours.  The  8-hour  standard  became 
the  rule  in  many  industries.  Under  pressure  from  the  Harding  administra- 
tion, steel  producers  gave  up  the  12-hour  day  in  1923;  average  weekly 
hours  worked  fell  from  63.1  in  1920  to  54.6  in  1929.  In  the  textile  industry, 
the  southward  movement  of  factories  between  1921  and  1930,  when  south- 
ern spindles  increased  by  19  per  cent  while  New  England's  declined  28.5 
per  cent,  intensified  long  working  hours.  In  1930,  because  of  ruinous  com- 
petition, the  Cotton  Textile  Institute  tried  to  hold  producers  to  a  50-hour 
week  in  night  shifts  and  a  55-hour  week  in  day  shifts. 

Technological  change  brought  marked  alteration  in  the  condition  of 
labor.  The  tempo  of  work  increased  sharply,  and  workers  as  well  as  ma- 
chinery became  obsolescent  at  a  rapid  rate.  Paradoxically,  as  the  life  span 
lengthened,  the  working  life  shrank;  the  proportion  of  older  people  in  the 
population  was  growing  at  the  very  time  youth's  deftness  and  adaptabil- 
ity were  more  useful  to  industry  than  the  experience  and  skills  of  ma- 
turity. Forced  labor  turnover  and  unemployment  rose  in  consequence. 
Estimates  of  the  percentage  unemployed  between  1923  and  1929— and 
only  rough  estimates  can  be  made— ranged  about  a  median  of  13  per  cent. 
Emplpyment  lagged:  between  1919  and  1929  the  index  of  employment 
dropped  from  153  to  150  (1899=100),  while  output  rose  from  195  to  283 
and  output  per  worker  from  127  to  189.  As  production  became  increas- 
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ingly  mechanized  and  standardized,  industry  and  even  trade  and  clerical 
employments  required  more  ability  to  endure  monotonous  repetition,  Both 
common  labor  at  one  pole  and  artisans  at  the  other  became  less  important 
in  the  labor  force  than  semiskilled  machine  tenders.  With  division  of  labor 
and  the  disappearance  of  crafts,  skill  was  less  valuable  to  the  worker  and 
he  grew  less  willing  to  sacrifice  immediate  earnings  for  the  sake  of  mas- 
tering a  craft  which  soon  might  be  obsolete.  On  the  other  hand,  in  such 
occupations  as  the  repair  of  automobiles  and  the  upkeep  of  machinery, 
mechanization  created  new  craftsmen  to  replace  some  of  those  whose  skills 
were  no  longer  needed.  Curiously  enough,  while  artisans,  carpenters  and 
cabinetmakers  for  example,  made  a  dwindling  proportion  of  the  goods 
which  reached  markets,  executives  were  being  counselled  to  turn  their 
hands  to  such  work  and  so  ease  business-strained  nerves. 

Increased  electrification,  replacement  of  manual  labor  by  machines  in 
heavy  lifting  and  carrying  occupations,  and  greater  employer  interest  in 
safety  led  to  improved  provision  for  health  and  sanitation  in  working 
places.  Between  1910  and  1932,  industrial  accidents  declined  76  per  cent 
in  frequency  and  56  per  cent  in  severity.  Nevertheless,  estimates  of  indus- 
trial casualties  in  1929  rose  to  20,000  deaths  and  2.6  million  accidents 
severe  enough  to  cause  loss  of  working  time.  Accident  rates  in  the  United 
States  continued  higher  than  in  the  industrial  countries  of  Europe;  thus, 
although  English  coal  mines  were  deeper,  English  miners  had  fewer  acci- 
dents. While  old  hazards  were  removed,  new  ones  appeared:  serious  lead 
poisoning  dropped;  but  between  1922  and  1930  the  number  of  hazardous 
materials  used  in  industry  rose  from  700  to  900.  Increased  use  of  synthetic 
materials  required  greater  use  of  solvents  like  benzol,  to  which  younger 
women,  those  most  likely  to  be  at  work,  were  especially  susceptible.  In- 
dustry operated  its  machines  more  rapidly;  it  added  to  dust  hazards  by 
greater  use  of  pneumatic  tools;  and  it  brought  irritant  oils,  gases,  and 
chemicals  into  more  industrial  processes. 

The  labor  movement  made  no  advances  during  the  1920's.  For  organ- 
ized labor,  the  decade  opened  with  two  defeats.  In  October,  1919,  at 
President  Wilson's  suggestion,  there  met  an  Industrial  Conference  com- 
posed of  representatives  of  employers,  employees,  and  the  public  to  chart  a 
course  for  postwar  industrial  relations.  Employer  representatives  insisted 
on  retaining  complete  control  of  the  employment  process  and  refused  to 
acknowledge  the  right  to  independent  collective  bargaining.  Gompers' 
hope  that  organized  labor  would  be  rewarded  in  peace  for  its  wartime 
abnegation  of  attempts  to  win  recognition  proved  illusory.  Between  1919 
and  1922,  strikes  in  die  steel,  coal,  meatpacking,  railroad,  and  other  indus- 
tries failed.  Employers  installed  welfare  plans— group  insurance,  pension 
schemes,  recreational  facilities— and  backed  company  unions  which  ac- 
cepted the  wage  rates  offered.  By  1929,  the  membership  of  such  captive 
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unions  was  estimated  at  1.5  million.  To  make  certain  that  outsiders  did 
not  disturb  established  relationships,  many  employers'  organizations  hired 
detectives  to  spy  on  their  members'  workers  and  exchanged  lists  of 
"trouble-makers."  In  industries  like  coal  and  steel,  often  carried  on  in 
relatively  isolated  unincorporated  communities,  employers  controlled  the 
public  authorities,  since  they  provided  the  police.  Such  drastic  measures 
were  really  unnecessary,  by  and  large,  for  the  Supreme  Court  drew  the 
teeth  of  laws  intended  to  protect  labor  activity,  and  the  organized  labor 
movement  lost  militancy. 

Section  20  of  the  Clayton  Act  had  been  designed,  or  so  organized  labor 
thought,  to  prevent  the  use  of  injunctions  to  check  normal,  peaceful  union 
activities.  In  two  important  decisions,  the  Supreme  Court  declared  that 
"labor's  Magna  Charta"  merely  set  down  the  sound  policy  which  equity 
courts  followed,  but  added  nothing  new  to  the  positive  rights  of  organ- 
ized workers.  In  Duplex  v.  Deering  (254  U.S.  443,  1921),  Chief  Justice 
Taft's  opinion  forbade  the  International  Association  of  Machinists  to  seek 
the  support  of  workers  in  related  trades  in  its  fight  against  an  employer. 
In  Bedford  Cut  Stone  Company  v.  Journeymen  Stonecutters  of  America 
(279  U.S.  37,  1927),  stonecutters  outside  Indiana  were  denied  the  right 
to  help  members  of  their  own  union  involved  in  a  dispute  with  Indiana 
stone  quarry  owners;  in  effect,  union  stonecutters  were  compelled  to  finish 
stone  cut  by  men  who  had  taken  the  jobs  of  fellow-unionists  engaged  in 
a  strike. 

Left-wing  labor  groups  did  not  succeed  where  moderates  failed.  State 
criminal  syndicalist  acts  and  prosecution  under  the  federal  sedition  laws 
in  1918  deprived  the  IWW  of  its  leaders.  The  Communists,  whose  party 
organization  was  forced  to  remain  underground  between  1919  and  1924, 
attempted  to  penetrate  the  labor  movement.  In  1923,  they  organized  the 
Trade  Union  Educational  League  to  work  within  established  unions.  Most 
of  the  organizations  in  which  they  were  active  finally  expelled  leaders  of 
Communist  inclination.  In  1929,  the  Communists  established  a  rival  trade 
union  federation,  the  Trade  Union  Unity  League.  This,  too,  was  unable  to 
win  a  significant  number  of  members,  although  it  carried  through  organ- 
izing campaigns  and  strike  movements  in  the  southern  textile  industry  and 
in  unorganized  coal  fields,  as  well  as  in  the  food,  fur,  and  furniture  indus- 
tries in  the  New  York  City  area. 

While  left-wing  groups  withered,  the  American  Federation  of  Labor 
was  impotent.  After  the  defeat  of  the  steel  strike  of  1919,  AFL  organizers 
made  little  attempt  to  break  into  the  antiunion  fortress  represented  by 
basic  and  assembly-line  production.  True,  a  few  federal  locals  (mixed 
groups  organized  by  the  AFL  and  owing  it  direct  allegiance  until  craft 
locals  could  be  formed)  did  appear  in  automobile  factories  and  repair 
shops,  but  these  did  not  move  on  to  unionize  the  automobile  industry. 
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The  United  Mine  Workers,  the  most  important  union  in  hasic  industry, 
lost  ground  after  1920.  UMW  strikes  were  beaten,  and  the  soft  coal  miners 
were  forced  to  return  to  regional  agreements  in  1927.  Coal  production, 
increased  as  a  result  of  World  War  I  demand,  continued  high,  but  oil  cut 
into  its  markets  both  domestic  and  industrial.  To  bring  down  production 
costs,  many  operators  holding  UMW  contracts  expanded  in  their  unor- 
ganized Southern  holdings,  leaving  miners  in  the  union  fields  unemployed. 
AFL  membership  dropped  its  wartime  increase  rapidly  and  made  no  pro- 
portionate growth  thereafter.  In  1920,  the  Federation  had  4,078,740  mem- 
bers. That  fell  to  2,926,468  in  1923;  by  1929,  the  figure  was  2,933,545. 

With  relatively  stable  living  costs  ending  the  "rat  race"  between  wages 
and  rising  prices  in  the  years  before  World  War  I,  labor  spokesmen  seemed 
to  agree  with  Robert  S.  Brookings,  who  had  declared  that  spreading  stock 
ownership  left  no  room  for  labor  to  use  militant  or  even  bargaining  meth- 
ods as  a  means  of  securing  a  proper  share  of  the  national  income.  Labor 
had  only  to  help  increase  productivity  and  dividends  would  fill  dinner- 
pails.  Strikes  diminished  and  involved  fewer  workers.  A  new  business- 
minded  labor  leadership  made  itself  evident.  Conspicuous  among  the  labor 
organizations  proceeding  in  that  temper  was  the  Brotherhood  of  Locomo- 
tive Engineers.  Before  the  railroads  were  returned  to  private  ownership, 
the  Brotherhood,  along  with  other  operating  groups  and  AFL  unions  of 
nonoperating  personnel,  had  supported  a  plan  for  government  ownership 
and  operation  of  the  railroads.  The  scheme,  devised  by  union  attorney 
Glenn  Plumb,  called  on  the  government  to  issue  bonds  and  buy  the  rail- 
roads from  their  owners.  Congress  was  to  create  a  corporation  whose 
directors  would  represent  the  public,  management,  and  classified  em- 
ployees, and  entrust  it  with  the  operation  of  the  nation's  rail  lines. 

After  the  defeat  of  the  Plumb  Plan  and  of  the  shopmen's  strike,  the 
Brotherhood  of  Railroad  Engineers  sought  to  lead  the  way  in  securing  the 
benefits  of  industrial  ownership  for  the  men  who  worked  in  industry.  To 
this  end— and  to  make  it  easier  for  union  members  and  union-recognizing 
employers  to  obtain  credit-the  Engineers  followed  the  example  of  the  In- 
ternational Association  of  Machinists  and  organized  a  bank.  Other  unions 
did  similarly,  notably  the  Amalgamated  Clothing  Workers  and  the  New 
York  Central  Labor  Union. 

Between  1920  and  1925,  36  labor  banks,  with  $115  million  in  resources 
were  set  up;  by  1934,  only  4  were  left  with  resources  of  little  over  $16 
million,  a  figure  which  grew  to  $95.3  million  in  1949.  The  Engineers  also 
bought  a  coal  mine-which  the  Brotherhood  operated  as  a  nonunion  en- 
terprise-and  speculated  in  Florida  real  estate.  At  the  end  of  1922,  the 
Brotherhood  controlled  5  banks  and  a  holding  company  engaged  in  or- 
ganizing regional  securities  companies.  By  1927,  losses  were  so  great  that 
members  voted  to  withdraw  the  Brotherhood  from  all  financial  enter- 
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prises.  Only  heavy  assessments  saved  the  union  from  bankruptcy.  The  new 
orientation  in  labor  leadership  thus  proved  to  be  toward  a  blind  alley. 
Meanwhile,  railroad  labor  organizations  less  captivated  by  the  new  out- 
look had  brought  effective  pressure  upon  Congress  and  secured  the  repeal 
of  Title  II  of  the  Transportation  Act  of  1920.  The  Railroad  Labor  Board, 
there  provided  to  supervise  industrial  relations  on  the  railroads,  was  abol- 
ished by  the  Railway  Labor  Act  of  1926  and  a  new  body,  the  National 
Mediation  Board,  was  set  up,  Disputes  between  railroads  and  their  em- 
ployees were  to  be  settled  by  voluntary  arbitration.  If  Board  efforts  failed, 
or  if  arbitration  were  refused,  recourse  was  to  be  had  to  a  Presidential 
inquiry  board.  Not  until  this  had  handed  down  its  report  might  either 
party  to  the  dispute  take  action. 

In  a  social  climate  marked  by  complacency,  labor  legislation  made  rela- 
tively small  advance,  particularly  since  it  met  unfriendly  rulings  by  the 
Supreme  Court.  Congress,  acting  as  the  legislature  for  the  District  of 
Columbia,  adopted  a  minimum  wage  law  for  women  workers  in  the 
district.  The  Court  held  that  Congress  had  violated  constitutional  guaran- 
tees of  freedom  of  contract  ( Adkins  v.  Children  s  Hospital  [261  U.S.  525, 
1923]).  In  1918,  the  Court  ruled  that  Congress  exceeded  its  authority 
to  regulate  interstate  commerce  when  it  adopted  the  Keating-Owen  Act, 
which  barred  goods  made  by  child  labor  from  interstate  shipment  (Ham- 
mer v.  Degenhart  [247  U.S.  251]).  In  1919,  Congress  sought  to  reach  the 
same  objective  by  imposing  a  discriminatory  tax  on  the  products  of  child 
labor;  in  1922,  the  Court  ruled  such  taxation  beyond  the  constitutional 
powers  of  Congress  (Bailey  v.  Drexel  Furniture  Company  [259  U.S.  20] ). 
Two  years  later,  in  1924,  Congress  adopted  a  resolution  to  submit  to  the 
states  a  Constitutional  amendment  granting  it  power  to  "limit,  regulate, 
and  prohibit  the  labor  of  persons  under  eighteen  years  of  age."  As  of  1952, 
that  had  not  been  ratified.  The  chief  purposes  of  the  amendment  were 
obtained  by  legislation,  administrative  rules,  and  a  change  in  court 
opinion  during  the  late  1930's. 

In  the  field  of  workmen's  compensation,  34  states  liberalized  their  laws 
during  the  20's.  In  1927,  Congress  extended  federal  compensation  legis- 
lation to  cover  workers  aboard  ships  in  harbor,  since  previous  court  deci- 
sions had  made  longshoremen  and  harbor  workers  ineligible  to  benefits 
under  state  compensation  laws.  In  other  respects  the  states  undertook  few 
departures  in  social  legislation  beyond  the  achievements  of  1906-16.  Un- 
employment insurance  and  old-age  pensions,  particularly,  won  only  small 
support  until  1927,  despite  the  work  of  the  American  Association  for  Old 
Age  Security.  In  a  society  well  satisfied  with  itself,  as  was  the  United 
States  in  the  1920's,  there  was  small  desire  to  scrutinize  conditions  which 
might  dull  the  general  pleasure  as  Americans  surveyed  the  great  forward 
strides  they  seemed  to  be  making. 
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THE  UNITED  STATES  BETWEEN  TWO  WORLDS 

THE  HIGH  HOPES  of  countless  Americans  for  the  establishment  of 
a  world  based  on  peace  and  comity  were  tragically  dashed  in  1919- 
20.  President  Wilson  s  Fourteen  Points  had  seemed  to  hold  out  promise 
of  the  basis  of  a  lasting  peace;  but,  as  we  have  seen,  they  were  not  enough. 
The  failure  of  the  political  leaders  of  the  Allied  and  Associated  Powers 
to  canvass  among  themselves,  in  preliminary  discussions,  the  postwar  eco- 
nomic, political,  and  military  problems  and  disagreements  that  were  to 
confront  them  around  a  peace  table;  the  refusal  on  the  part  of  President 
Wilson  to  take  account  of  the  ingrained  isolationism  of  large  sections  of 
the  American  people;  worst  of  all,  Wilson's  own  inflexibility  and  lack  of 
political  realism—  these  were  difficulties  and  obstacles  that  turned  out  to 
be  insuperable.  Mr.  Wilson  went  off  to  Paris  with  the  well-wishes—more 
than  that,  the  prayers—  of  most  of  the  people  of  the  Western  world;  he  re- 
turned a  bewildered  and  frustrated  man  whose  leadership  had  been  ques- 
tioned, whose  own  idealism  had  been  challenged,  and  whose  program 
had  been  largely  defeated.  The  next  decade  was  to  see  Americans  retiring 
within  their  own  shell  and  deciding  that  their  participation  in  the  First 
World  War  had  been  a  tragic  error. 

This  judgment  was  less  than  just  to  the  war  President  and  to  themselves. 
The  war  and  its  aftermath  had  demonstrated,  at  least,  the  soundness  of 
these  ideas:  that  the  United  States  had  extraordinary  reserves  of  resources 
and  leadership  which  it  could  call  upon  in  a  time  of  crisis;  that  the  United 
States  could  live  at  peace  only  in  a  world  that  was  ready  to  come  to  grips 
realistically  with  its  fundamental  economic,  political,  and  military  prob- 
lems; that  the  United  States  was  ready  to  work  with  international 
agencies  as  long  as  its  own  sovereignty  and  the  basic  commitments  of  its 
own  foreign  policy  were  not  jeopardized.  The  fact  is,  Americans  did  not 
wash  their  hands  of  the  League  and  its  subsidiary  organizations  altogether; 
they  participated  with  the  League  and  with  numerous  other  bodies  in 
an  effort  to  eliminate  many  of  those  countless  frictions  and  irritations  that 
were  setting  peoples  against  each  other  and  threatening  world  stability. 
Americans  thus  hung  suspended  between  two  worlds—  so  that  they  were 
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incapable  of  facing  in  mature  fashion  all  the  requirements  of  a  purely 
nationalist  policy  on  the  one  hand,  or  one  based  wholly  on  international 
collaboration  on  the  other. 


NAVAL  LIMITATION 

An  aura  of  illusion  hung  about  the  maneuvers  of  the  1920's.  Of  the 
League's  political  activities,  Americans  would  have  no  part;  certainly, 
except  for  the  reparations  problem,  they  would  not  touch  the  problems 
of  Europe  with  a  ten-foot  pole.  The  question  of  European  security,  the 
threat  of  a  Germany  rearmed  and  powerful  once  again—such  realities 
the  United  States  refused  to  face  and  therefore  banished  them  from  con- 
sciousness.  On  the  other 
hand,  Americans  were  ready 
to  take  the  lead  in  pushing 
a  world  program  of  naval 
disarmament.  For  the  Unit- 
ed States  to  disarm  under  an 
international  authority  with 
police  power— an  authority, 
incidentally,  in  which  it  par- 
ticipated—would have  been 
one  thing;  for  the  United 
States  to  disarm  in  a  world 
where  fierce  national  ambi- 
tions and  imperialist  rival- 
ries once  more  were  glow- 
ing and  soon  were  likely  to 
break  into  bold  flames  was 
another  thing  and  nothing 
less  than  quixotic. 

These  were  the  horns  of  the  unfortunate  dilemma  upon  which  the 
United  States  was  thrust  as  a  result  of  the  policies  of  the  1920's.  In  a 
sense,  its  predicament  grew  out  of  the  position  taken  by  the  Republican 
party  itself ^In  the  campaign  of  1920  the  Republicans  had  expressed  their 
devotion  to  the  cause  of  world  peace;  they  too  wanted  to  see  an  associa- 
tion of  nations  (but  it  could  not  be  the  League);  they  were  not  prepared 
to  seek  refuge  in  cynicism  entirely  and  abandon  the  idealism  that  had 
swept  the  American  nation  into  the  war.  America  would  therefore  take 
the  lead  and  disarm) 

In  another  sense,  the  over-all  economic  policy  and  financial  program  of 
the  Republican  administrations  lay  at  the  heart  of  the  difficulty.  The  un- 
balanced war  budgets,  the  mounting  public  debt,  and  the  heavy  taxes  on 


Kirby  in  the  New  York  World 

"I  sympathize  deeply  with  you,  Madame,  but 
1  cannot  associate  with  you." 


280  ECONOMIC  EXPANSION 

personal  and  corporate  incomes  were  regarded  as  pure  evil  by  Secretary 
of  the  Treasury  Andrew  Mellon.  To  return  to  a  peacetime  basis  com- 
pletely and  at  once,  notably  to  reduce  the  costs  of  government  (even  if 
this  meant  the  sacrifice  of  the  American  naval  establishment!)  was  the 
most  important  requirement  of  a  sound  national  economy.  Retrenchment 
became  almost  an  obsession  in  Washington— and  in  the  process  the  United 
States  gave  up  voluntarily  the  weapon  which,  had  it  existed,  might  have 
^e(^S§ress0r  and  would-be  aggressor  nations  to  take  second  thought. 

fcjri^  at  the  Washington  Conference  of  1921-22  and  at  the  London 
Conference  of  1930,  the  United  States  took  the  lead  and  cut  its  naval 
forces—in  the  interests  of  world  peace!  There  was  to  be  no  peace,  as  it 
turned  out;  the  only  real  result  warEGat  Japan  lost  all  fear  of  an  Ameri- 
can threat  in  the  Pacific  and  went  about  laying  plans  for  the  establish- 
mentjo£a  Japanese  hegemony  over  the  South  Seas. 
(Tfi^call  for  the  Washington  Conference  was  issued  by  President  Harding 
in  the  summer  of  1921,  and  went  out  to  the  major  powers  of  Great  Britain, 
France,  Italy,  and  Japan.  These  were  to  discuss  with  the  United  States 
the  question  of  naval  limitation.  Also  invited  were  Belgium,  the  Nether- 
lands, Portugal,  and  China,  who  were  to  discuss  with  the  United  States 
general  political  questions  affecting  the  Pacific  and  the  Far  East.  Under 
the  chairmanship  of  the  American  Secretary  of  State,  Charles  E.  Hughes, 
the  conference  sat  from  November  12,  1921,  to  February  3,  1922,  and 
ended  by  writing  two  sets  of  treaties.  The  first  had  to  do  with  naval 
limitation;  the  second,  with  matters  rising  out  of  Far  Eastern  questions! 
(The  latter  are  treated  in  detail  below.)  — •— w 

1(Th£se  were  the  agreements  arrived  at  in  connection  with  naval  limita- 
tion: the  Great  Powers  consented  to  scrap  a  number  of  battleships  which 
were  either  afloat  or  on  the  ways;  too,  they  decreed  a  holiday  in  capital- 
ship  construction  until  1931.  Ratios  of  capital-ship  tonnage  afloat  were 
laid  down  as  follows:  5  (the  United  States):  5  (Great  Britain):  3  (Ja- 
pan); 1.67  (France  and  Italy).  On  this  basis,  these  figures  were  accepted, 
525,000  tons  each  for  the  United  States  and  Britain;  315,000  tons  for 
Japan;  172,000  tons  each  for  France  and  Italy?  No  agreements  were 
arrived  at  as  far  as  auxiliary  craft  were  concerned-destroyers,  sub- 
marines, and  the  like. 

The  United  States,  confronted  by  the  necessity  for  maintaining  a  two- 
ocean  navy,  thus  voluntarily  stripped  itself  of  effective  and  offensive 
striking  power  in  the  Pacific.  For  in  exchange  for  the  dismantling  of  four 
British  battleships  then  on  the  ways,  it  agreed  to  break  up  thirty  Ameri- 
can warships  and  nine  ships  already  being  built.  The  Japanese  scrapped 
one  capital  ship-and,  at  that,  a  battleship  twenty  years  old  and  therefore 
already  obsolete. 
Once  launched  on  this  career,  the  administration  put  no  limits  on  the 
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sacrifices  it  was  ready  to  make.  At  the  insistence  of  the  Japanese  another 
step  in  the  direction  of  disarmament  was  taken.  The  United  States,  Great 
Britain,  and  Japan  pledged  themselves  to  the  maintenance  of  the  status 
quo  as  far  as  fortifications  and  naval  bases  in  the  Pacific  were  concerned. 
In  short,  the  long  line  of  American  outposts  from  the  Aleutians  to  the 
Philippines  (including  Samoa,  Guam,  and  Wake)  was  to  lie  undefended. 
So,  of  course—or  presumably— were  those  islands,  once  the  possession  of 
Germany,  which  Japan  now  held  as  the  mandatory  power  under  the 
League  of  Nations.  Subsequent  events  were  to  reveal  that  the  Japanese 
had  not  the  slightest  intention  of  carrying  out  this  pledge  in  good  faith. 
The  only  dissident  voice  raised  at  this  point  was  that  of  the  Premier  of 
Australia,  who  warned:  "This  Conference  ignores  those  questions  which 
are  life  and  death  to  us.  Disarmament  must  not  be  undertaken  without 
first  telling  us  [Australia]  where  we  stand  with  regard  to  Japan.'" 

Japan  was  the  only  gainer.  Despite  its  inadequate  resources,  it  now 
no  longer  had  to  fear  the  threat  of  an  American  capital-ship  race,  particu- 
larly for  the  control  of  the  Pacific.  Its  Pacific  naval  bases  and  stations 
were  safe,  too,  from  American  inquisitive  eyes;  for  the  United  States  was 
not  participating  in  the  mandate  machinery.  It  was  assured  against  Amer- 
ican fortification  of  the  Aleutians  and  Guam.  And  because  destroyers 
and  submarines  were  not  affected  by  the  treaty  limitations,  Japan  could 
go  ahead  and  build  these  warships  to  her  heart's  content.  She  did  so 
while  the  United  States  made  no  effort  to  match  her  new  construction. 
And  as  for  China,  Japanese  designs  were  already  hatched  to  overawe 
that  nation. 

/\Once  started  on  this  career  of  disarmament,  there  was  no  turning  back 
for  Washington.  Other  conferences  were  summoned— at  Rome  in  1924 
and  at  Geneva  in  1927-but  they  were  without  results.  In  1929,  therefore, 
Great  Britain  took  the  initiative— with  the  hearty  concurrence  of  the 
United  States— and  sent  out  an  invitation  to  the  signatories  of  the  five- 
power  Washington  naval  agreement  to  meet  at  London  to  pick  up  loose 
ends.  There  was  at  least  one  interesting  result.  The  Washington  Confer- 
ence had  concerned  itself  only  with  capital  ships,  excluding  from  its 
prohibitions  by  definition  the  construction  of  cruisers  of  10,000  tons  or 
less.  London  and  Tokyo  had  gone  ahead  and  built  so-called  Washington- 
type  cruisers,  London  laying  down  and  completing  nine  and  Tokyo  eight. 
America  had  built  none  at  all;  indeed  Japan's  new  Washington  cruisers 
alone  exceeded  in  tonnage  the  whole  American  cruiser  fleet.  The  openly 
expressed  fear  of  the  American  admirals  over  this  situation  was  answered 
with  the  stock  formula  of  an  administration  committed  to  economy  at  all 
costs:  it  would  prevail  on  the  other  powers  concerned  to  agree  to  an 
all-round  reduction. 

The  London  Conferfeace  of  1930  achieved  the  following:   (1)  Parity 
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between  Great  Britain  and  the  United  States  was  once  more  recognized. 
(2)  The  capital-ship  construction  holiday  was  continued  to  the  end  of 
1936.  (3)  The  system  of  ratios  was  extended  to  auxiliary  craft,  without 
putting  an  end  to  construction  in  this  sector.  During  the  life  of  the  treaty 
—that  is,  from  1930  to  1936-new  construction  was  to  be  as  follows  in 
tons:  the  United  States,  401,664;  Great  Britain,  330,924;  Japan,  88,780. 
(4)  By  another  concession  to  Japanese  demands,  the  ratios  of  American 
to  Japanese  strength  were  modified  in  favor  of  Japan.  At  Washington  the 
ratio  of  capital  ships  had  been  put  at  5:3.  At  London,  for  big-gun  cruisers, 
it  was  fixed  at  10:6;  for  small-gun  cruisers,  at  10:7;  for  destroyers,  at 
10:7;  and  for  submarines,  at  10:10. 

The  practical  implications  of  these  stereotypes  need  further  explora- 
tion. The  United  States  gave  in  to  the  Japanese  and  not  only  permitted 
them  to  build  up  to  American  power  in  submarines  but  let  them  antici- 
pate destroyer  obsolescence  three  years  in  advance.  The  United  States 
gave  them  greater  light-cruiser  strength,  which  established  Japanese 
supremacy  in  the  South  Seas.  Americans  renewed  their  pledges  about 
their  Pacific  naval  bases.  In  his  memoirs,  Secretary  of  State  Henry  L. 
Stimson,  a  member  of  the  American  delegation,  declared  that  at  London: 

With  the  special  purpose  of  reassuring  Japan,  America . . .  agreed  to  stop  all 
work  on  her  naval  bases  in  the  Orient  and  leave  them  unfinished  and  unpro- 
tected. Nothing  could  have  shown  more  clearly  that,  instead  of  regarding  that 
great  country  [Japan]  as  a  menace,  we  regard  her  as  a  friend  and  a  stabilizing 
influence  in  the  Far  East  that  would  make  for  peace. 

The  United  States  then  turned  around  and  yielded  before  the  pressure 
of  the  English.  It  limited  heavy-cruiser  construction  and  consented  to 
build  smaller  cruisers  armed  with  lower-calibered  guns.  And  it  included 
an  escalator  clause  in  the  treaty  which  reserved  to  Great  Britain  the  right 
to  increase  its  cruiser  fleet  to  the  two-power  standard.  In  other  words, 
Washington  had  not  only  surrendered  any  chance  of  achieving  suprem- 
acy in  the  Pacific,  but  it  had  also  given  up  any  hope  of  maintaining  it 
in  the  Atlantic.  Thus  the  comedy  of  disarmament  was  played  out  to  its 
ironic  conclusion.  America  got  reduction  without  real  parity  and  without 
real  economy:  for,  under  the  escalator  clause,  to  build  up  to  Great 
Britain's  strength  alone  would  have  cost  the  United  States  a  billion 
dollars! 

THE  POSTWAR  DEBT  SETTLEMENT 

Outside  the  framework  of  the  League,  the  United  States  sought  to 
effect  another  set  of  agreements— those  having  to  do  with  inter-Allied 
debts.  It  quickly  became  apparent,  however,  that  debts  and  reparations 
were  linked  in  an  unbroken  chain.  And  America  became  broker  and 
banker  at  one  and  the  same  time  without  having  any  power  over  the 
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economic  policy  of  the  vanquished  foe!  It  came  down  to  this:  To  collect 
on  the  public  inter-Allied  debts,  the  United  States  had  to  help  Germany 
pay  on  her  reparations  accounts,  since  her  creditors  balked  at  accepting 
goods;  Americans,  therefore,  as  private  bankers,  extended  loans  to  Ger- 
many. With  part  of  these  loans  Germany  paid  to  England,  France,  Bel- 
gium, and  Italy,  and  they  paid  to  America.  With  another  part  Germany 
supported  a  disguised  peacetime  army  and  built  up  her  civil  aviation 
industry.  To  get  some  of  its  wartime  loans  back,  the  United  States  ended 
by  permitting  Germany  to  rearm  and  to  menace  once  more  the  European 
peace  settlement  It  was  on  this  road  that  the  economy  program  of  the 
Harding-Coolidge-Hoover  administrations  took  the  United  States. 

TABLE  17 

The  War  Loans  and  Their  Refunding 
( Figures  in  millions  of  dollars ) 


AMOUNTS   OF  ORIGINAL  LOANS 

Average  In- 
terest Rates 
over  Whole 
Period 

Countnj 

Pre- 
Armistice 

Post- 
Armistice 

Total 

Amounts  of 
Funded  Debts 

Armenia* 

12.0 

J2.0 

Austria 

24.0 

24.0 

24.0 

3.3% 

Belgium 

171.8 

207.3 

379.1 

417.8 

1,8% 

Cuba** 

10.0 

10.0 

Czechoslovakia 

91.9 

91.9 

185.0 

3.3% 

Estonia 

14.0 

14.0 

13.8 

3.3% 

Finland 

8.3 

8.3 

9.0 

3.3% 

France 

1,970.0 

1,434.8 

3,404.8 

4,025.0 

1.6% 

Great  Britain 

3,696.0 

581.0 

4,277.0 

4,600.0 

3,3% 

Greece 

27.2 

27.2 

32.5 

3.3% 

Hungary 

1.7 

1.7 

2.0 

3.3% 

Italy 

1,031.0 

617.0 

1,648.0 

2,042.0 

0.4% 

Jugoslavia 

10.6 

41.2 

51.8 

62.9 

1.0% 

Latvia 

5.1 

5.1 

5.8 

3.3% 

Liberia** 

Lithuania 

.... 

5.0 

'  5.0 

6.4 

3.3% 

Nicaragua* 

.4 

.4 

Poland 

159.7 

159.7 

178.6 

3.3% 

Rumania 

37.9 

37.9 

66.6 

3.3% 

Russia* 

187.8 

4.8 

192.6 

Totals 


7,077.2 


3,273.3 


10,350.5 


11,671.4 


2.1%* 


*  Debts  unfunded. 
**  Debts  paid. 
***  Average  for  all  settlements. 


During  the  pre-Armistice  and  post-Armistice  periods  the  United  States 
had  extended,  in  cash  and  supplies,  loans  totaling  $10,350,490,597  to 
her  allies  in  the  First  World  War.  In  1922  it  was  decided  that  these 
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obligations  had  to  be  refunded:  provision,  in  other  words,  was  to  be  made 
for  the  payment  of  interest  and  the  amortization  of  principal.  Accord- 
ingly, a  World  War  Foreign  Debt  Commission  was  set  up  which  entered 
into  negotiations  with  the  contracting  nations.  A  variety  of  settlements 
was  arrived  at,  usually  based  on  the  ability-to-pay  principle  as  far  as 
interest  charges  were  concerned.  Between  June,  1923,  and  May,  1930, 
seventeen  of  the  twenty  countries  to  whom  the  United  States  had  given 
funds  or  extended  credits  came  to  terms  with  it;  in  most  cases  the  agree- 
ments called  for  the  discharge  of  the  whole  debt  in  62  years.  The  size  of 
the  obligations  and  the  sums  accepted  as  the  basis  for  refunding  are 
indicated  in  Table  17.  (See  page  283.) 

It  has  been  said  that,  realistically,  debts  and  reparations  were  one. 
During  the  20's  Germany's  creditors  sought  to  hammer  out  a  formula 
that  would  allow  the  collection  of  the  greatest  possible  sum  from  Ger- 
many—without permitting  her  to  sell  freely  in  the  world  markets.  The 
demand  for  reparation  payments  was  just  enough,  in  view  of  the  great 
havoc  committed  by  the  German  armies;  but  tariff  walls  and  other  dis- 
criminations against  German  goods  and  services  were  economically 
stupid.  In  1921?  the  Reparations  Commission  fixed  the  German  indebted- 
ness at  $33  billion.  The  bill  could  not  be  collected,  with  the  result  that 
the  so-called  Dawes  Commission,  set  up  in  1924  and  headed  by  the 
American  Charles  G.  Dawes,  worked  out  a  compromise.  This  lasted  for 
the  four  years  1924-28.  It  is  significant  that  the  heart  of  the  Dawes 
program  called  for  the  extension  of  large  private  loans,  mostly  by 
America,  to  Germany.  These  loans  were  floated  by  American  banking 
houses  and  sold  to  the  American  banking  public;  in  all,  Americans 
bought  a  total  of  $2.5  billion  in  German  securities,  which  furnished  the 
funds  for  the  German  government  and  for  a  large  number  of  German 
municipalities  and  private  corporations. 

Thus  equipped  with  cash,  Germany  paid  to  England,  France,  Italy, 
and  Belgium.  When  the  depression  hit  the  Western  world  late  in  1929, 
loans  to  Germany  ceased;  payments  to  the  Allies  stopped;  and  interest 
on  American  refunding  settlements  also  ceased,  The  Young  Plan  of  1929 
had  by  this  time  come  into  effect.  Germany  was  to  pay  about  $512  million 
a  year  for  37  years  and  $391  million  a  year  for  another  22  years.  The 
United  States  was  enmeshed  in  this  way:  In  the  first  group  of  payments, 
$165  million  was  to  be  made  over  unconditionally  and  was  to  be  used  to 
meet  reconstruction  costs  in  the  Allied  countries;  the  rest  was  to  be  con- 
sidered as  a  conditional  charge  and  would  be  scaled  down  proportion- 
ately in  the  event  that  the  United  States  reduced  its  claims  on  the  inter- 
Allied  debt  accounts.  In  the  second  group  of  payments  of  twenty-two 
annuities,  there  was  to  be  no  unconditional  part;  in  short,  these  payments 


FOREIGN  POLICY  285 

were  linked  entirely  to  the  inter-Allied  debts.  The  United  States,  through 
the  forgiveness  route,  was  to  pay  the  larger  part  of  the  reparation  account. 

The  Young  Plan  broke  down,  and  in  1931  President  Hoover  was  com- 
pelled to  re-examine  the  problem  in  all  its  aspects.  The  result  was  the 
announcement  of  the  so-called  Hoover  Moratorium.  Neither  reparation 
payments  nor  inter-Allied  debts  were  to  be  paid  for  a  whole  year.  Now, 
and  for  the  first  time,  Washington  had  taken  official  cognizance  of  what 
everyone  knew  had  already  existed:  that  the  two  were  sides  of  the  same 
shield.  In  any  case,  the  Hoover  Moratorium  continued,  and  neither  of  the 
two  sets  of  payments,  to  any  measurable  extent,  was  ever  resumed. 

What  did  the  United  States  get  for  its  pains?  Nothing;  except  perhaps 
the  ill  will  of  the  European  peoples,  who  were  resentful  of  its  withdrawal 
into  isolationism  and  of  its  effort  to  collect  a  bill  on  what  had  been 
considered  a  common  war  effort. 


FURTHER  EFFORTS  TOWARD  THE  CREATION 
OF  A  PEACE  MACHINERY 

In  the  Presidential  election  of  1920,  the  American  people  had  put  their 
seeming  approval  on  the  Senate's  action.  The  so-called  "solemn  ref- 
erendum" had  ended  in  an  overwhelming  Republican  victory,  with  the 
resulting  American  withdrawal  from  the  European  scene.  In  any  case, 
Americans  tended  to  look  upon  the  League  and  its  political  agencies  as 
a  purely  European  organization;  and  this  view  was  accepted  by  the  State 
Department,  which  even  refused  to  acknowledge  League  communi- 
cations. 

Yet  from  1923  on,  the  United  States  participated  in  many  League  activ- 
ities despite  its  refusal  to  become  a  member.  The  vexing  question  of 
European  security  was  none  of  its  concern;  at  the  same  time,  it  did  not 
intend  to  be  passed  by  when  questions  with  international  aspects  were 
being  considered.  In  1923,  America  began  sending  unofficial  observers  to 
League  committees  that  were  discussing  nonpolitical  questions;  in  1924 
it  began  sending  delegates  to  League  conferences;  and  from  1925  to  the 
end  of  the  decade  it  had  participants  in  more  than  forty  League  gather- 
ings. The  United  States  even  went  so  far  as  to  sign  some  nine  draft  con- 
ventions that  had  to  do  with  such  matters  as  the  traffic  in  narcotics, 
slavery,  and  forced  labor;  indeed,  in  February,  1929,  the  United  States 
Senate  ratified  one  of  these  international  agreements. 

But  responsibility  for  the  maintenance  of  the  peace  through  an  inter- 
national economic  and  military  machinery  Americans  would  not  accept. 
The  1920's  were  to  see,  therefore,  still  another  example  of  the  pleasant 
and  relatively  harmless  pastime  of  eating  one's  cake  and  having  it,  too. 
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Thus,  efforts  to  get  the  United  States  into  the  World  Court,  a  League 
instrumentality,  were  unavailing.  When  the  Council  of  the  League  ap- 
pointed a  committee  of  lawyers  to  draft  a  statute  for  the  World  Court  of 
International  Justice  contemplated  by  Article  XIV  of  the  Covenant,  Elihu 
Root  was  among  the  jurists  chosen.  The  new  tribunal,  which  was  formally 
established  in  May,  1922,  was  to  apply  the  law  of  nations  in  disputes 
growing  out  of  the  interpretation  of  treaties,  questions  of  international 
law,  and  breaches  of  international  obligations.  In  addition,  the  World 
Court  was  to  give  advisory  opinions  to  the  League  Council  when 
requested.  Bringing  the  rule  of  law  to  bear  in  international  affairs  had 
long  been  favored  by  Americans.  An  American  had  helped  plan  the 
World  Court;  four  Americans,  John  Bassett  Moore,  Charles  Evans 
Hughes,  Frank  B.  Kellogg,  and  Manley  0.  Hudson  were  to  serve  on  its 
bench;  it  was  not  patently  involved  in  the  League,  which  the  Republi- 
cans repudiated.  Consequently,  Republican  administrations  sought  to 
make  the  United  States  a  member.  In  February,  1923,  President  Harding 
urged  that  the  Senate  ratify  the  Court  protocol,  with  four  reservations 
prepared  by  Secretary  Hughes.  These  declared  that  United  States  mem- 
bership in  the  Court  created  no  legal  relationship  between  the  United 
States  and  the  League;  that  when  Council  and  Assembly  sat  to  appoint 
judges  to  the  Court,  the  United  States  might  appoint  representatives;  that 
United  States  consent  must  be  obtained  for  amendment  of  the  Court's 
statute;  and  that  the  United  States  would  pay  its  share  of  the  Court's 
expenses. 

In  1924,  the  platforms  of  both  parties  approved  American  membership 
in  the  Court  and  victorious  candidate  Coolidge  urged  participation  in 
his  inaugural  address.  Not  until  January,  1926,  did  the  Senate  finally 
agree.  It  favored  American  membership,  with  the  Hughes  reservations, 
and  another,  added  by  Coolidge,  restricting  the  Court  in  the  matter  of 
advisory  opinions.  These  were  to  be  rendered  publicly  and  only  after  all 
signatories  to  the  Court's  protocol  had  been  notified.  Furthermore,  "with- 
out the  consent  of  the  United  States,"  the  Court  was  not  to  "entertain  any 
request  for  an  advisory  opinion  touching  any  dispute  or  question  in  which 
the  United  States  has  or  claims  any  interest."  During  1926,  the  other 
signatories  to  the  protocol  accepted  all  the  American  reservations  but 
the  United  States  veto  on  advisory  opinions.  In  1929,  at  a  conference  to 
consider  revising  the  Court  statute,  Elihu  Root  presented  a  formula  to 
deal  with  the  issue:  the  United  States  was  to  be  informed  of  pending 
advisory  opinions  on  "any  dispute  or  question"  in  which  it  "has  or  claims 
an  interest."  Thereupon,  it  was  to  exchange  views  on  the  Court's  giving 
such  opinion  with  the  League  Council  or  Assembly,  and  its  objection  was 
to  have  the  same  force  as  that  of  a  member  of  the  League.  If  agreement 
then  proved  impossible,  the  United  States  was  to  be  permitted  to  with- 
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draw  from  adherence  to  the  Court  "without  any  imputation  of  unfriendli- 
ness or  unwillingness  to  cooperate  generally  for  peace  and  goodwill.'* 

In  December,  1929,  after  the  other  signatories  to  the  Court  protocol 
had  accepted  the  Root  formula,  Secretary  of  State  Stimson  signed  for 
the  United  States.  The  Senate  had  other  matters  to  consider  during  the 
first  years  of  the  depression.  Consequently,  adherence  to  the  Court  proto- 
col did  not  come  up  for  a  vote  until  January,  1935.  War  debt  repudiation 
and  default  on  private  loans  had  angered  many  Americans,  by  this  time; 
a  new  isolationism  was  taking  hold  of  the  public  mind.  Nevertheless,  the 
protocol  lacked  but  7  votes  of  the  two-thirds  majority  (52  to  36  was  the 
rollcall)  needed  for  ratification.  The  League  issue  once  more  had  been 
met  and  its  friends  defeated. 

Hostile  as  American  opinion  thus  showed  itself  to  participation  in  the 
Versailles  system  for  protecting  the  peace,  it  still  favored  peaceful  settle- 
ment of  international  disputes.  Consequently,  in  1927,  when  French 
Premier  Aristide  Briand  sought  to  bring  the  United  States  into  the 
Locarno  system  of  1925— by  which  the  principal  European  powers  in  a 
series  of  treaties  agreed  to  settle  future  disputes  by  peaceful  means- 
Secretary  of  State  Kellogg  decided  to  carry  the  ball.  Instead  of  the 
Franco-American  treaty  suggested,  Kellogg  proposed  multilateral  action 
against  war.  By  1928,  14  nations,  including  all  the  Great  Powers  except 
Russia  (which  gave  its  adherence  the  following  year),  had  accepted  the 
Kellogg  proposals.  The  Kftllogg-'Rrianrl  Pact  of  1928,  finally  won  the 
adherence  of  62  nations,  including  the  United  States,  when  the  Senate 
ratified  the  treaty  on  January  15,  1929,  by  a  vote  of  81  to  1.  The  Pact 
included  but  two  articles: 

I.  The  High  Contracting  Parties  solemly  declare  in  the  names  of  their  respec- 
tive peoples  that  they  condemn  recourse  to  war  for  the  solution  of  international 
controversies,  and  renounce  it  as  an  instrument  of  national  policy  in  their 
relations  with  one  another. 

II.  The  High  Contracting  Parties  agree  that  the  settlement  or  solution  of  all 
disputes  or  conflicts  of  whatever  nature  or  o£  whatever  origin  they  may  be, 
which  may  arise  among  them,  shall  never  be  sought  except  by  pacific  means. 

If  any  signatory  power  should  "hereafter  seek  to  promote  its  national 
interests  by  resort  to  war"  it  should  "be  denied  the  benefits  furnished  by 
this  Treaty."  In  ratifying,  Britain  retained  the  right  to  protect  "special  and 
vital  interests"  of  the  British  Empire,  a  reservation  that  illustrated  the 
temper  in  which  the  signatories  regarded  the  commitment  they  had  made 
and  the  benefits  which  the  treaty  furnished.  Indeed,  under  the  pact,  no 
nation  sought  to  reduce  armaments;  and  in  three  years,  in  1931,  it  was 
openly  flouted  when  Japan  invaded  Manchuria. 

The  United  States,  however,  proceeded  to  act  as  if  it  had  made  some- 
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thing  more  than  a  gallant  gesture.  In  1928,  the  State  Department  began 
to  conclude  a  new  series  of  conventions  calling  for  arbitration  of  justici- 
able disputes.  Exempted,  however,  were  these  topics:  matters  affecting 
the  Monroe  Doctrine;  the  obligations  of  other  contracting  parties  under 
the  League  Covenant;  the  interests  of  third  parties;  and  issues  within  the 
domestic  jurisdiction  of  either  party.  By  the  middle  of  the  next  decade, 
27  agreements  had  been  concluded,  but  Britain,  Japan,  Russia,  and  Spain 
were  not  among  the  signatories.  In  1928,  too,  Secretary  Kellogg  began 
to  create  the  investigating  commissions  required  by  the  Bryan  concilia- 
tion treaties  of  1913-14.1  Kellogg  also  added  to  the  number  of  those 
treaties,  a  policy  continued  by  succeeding  administrations  until,  in  the 
middle  1930's,  35  such  conventions  were  in  force.  However  unwilling  the 
United  States  might  be  to  join  international  organizations  for  peace,  it 
was  ready  to  initiate  a  whole  network  of  arbitration  and  conciliation 
agreements  to  keep  international  disputes  from  developing  into  armed 
conflict. 

"""*  RUSSIA 

To  the  unkindly  observer,  American  relations  with  Russia  during  the 
1920*s  seemed  based  upon  the  principle  "if  we  don't  notice  them  they'll 
go  away."  The  Wilson  administration  had  promptly  recognized  the  pro- 
visional republic  which  replaced  the  Czar  in  March,  1917,  and  extended 
it  a  loan  of  $192  million.  When  Kerensky  was  overthrown  by  the  Com- 
munists in  November,  1917,  the  United  States  refused  to  recognize  the 
Union  of  Socialist  Soviet  Republics,  the  new  name  given  Russia.  The 
Republican  administration  which  followed  Wilson  continued  in  his  policy 
although  most  European  nations  finally  established  diplomatic  relations 
with  the  new  government.  The  Soviets  had  repudiated  the  Russian  state 
debt,  including  $75  million  in  bonds  sold  by  United  States  bankers  during 
World  War  I,  as  well  as  the  loan  made  by  the  Wilson  administration;  it 
had  confiscated  Americans'  property  and  refused  to  settle  claims  reckoned 
at  $430  million. 

Paradoxically,  while  the  United  States  reasoned  in  that  fashion  and 
failed  to  treat  formally  with  Russia,  it  acted  to  protect  Russian  territory 
against  Japanese  aggression  and  it  also  appropriated  $20  million  for  relief 
in  Russian  areas  afflicted  by  famine  in  1921.  In  1918-20,  the  Wilson  ad- 
ministration permitted  only  limited  American  participation  in  the  expedi- 
tions which  the  Allies  undertook  against  the  Soviets  in  European  Russia. 
In  Asia,  the  Wilson  administration  protested  against  Japanese  efforts 
to  take  over  the  Trans-Siberian  Railroad  although  some  American  troops 
were  sent  to  Siberia.  At  the  Washington  Conference  of  1921-22,  Secretary 

i  See  above,  p.  163. 
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of  State  Hughes  won  Japanese  agreement  to  withdraw  from  Siberia  and 
northern  Sakhalin  Island. 

Private  trade  with  Russia  grew  slowly,  although  the  State  Department 
denied  the  usual  "unofficial"  sanction  for  a  publicly-floated  loan  and  gave 
no  encouragement  to  private  extensions  of  industrial  credit.  In  1931,  the 
Treasury  refused  to  license  the  importation  of  lumber  from  Russia  be- 
cause it  was  the  product  of  forced  labor.  Nevertheless,  by  1930,  the 
United  States  was  importing  $24.3  million  worth  of  goods  from  Russia, 
and  exporting  $136.3  million.  So  sizable  a  trade,  and  continued  expansion 
by  Japan  in  the  Far  East,  made  a  resumption  of  diplomatic  relations  seem 
desirable;  also  with  the  inauguration  of  a  new  administration,  the  change 
seemed  less  inconsistent.  In  November,  1933,  after  an  exchange  of  notes 
and  talks  with  Russian  Foreign  Commissar  Maxim  Litvinov,  the  State 
Department  declared  diplomatic  relations  resumed.  In  an  exchange  of 
views,  Russia  and  the  United  States  agreed  to  respect  each  other's 
territorial  integrity.  Each  also  agreed  not  to  permit  in  its  territory  organ- 
izations which  advocated  the  forcible  overthrow  or  alteration  of  the  social 
and  political  order  of  the  other.  On  the  claims  issue,  Russia  waived 
damages  on  account  of  United  States  military  intervention  in  Siberia  after 
World  War  I;  other  claims  were  to  be  negotiated  at  Washington.  Am- 
bassadors were  named  in  1934,  but  the  debts  remained  in  status  quo. 
Russia  joined  the  League  in  1934;  and  it  began  to  appear  that  commu- 
nism's bitter  rejection  of  the  West  might  be  mitigated  somewhat.  Up  to 
1937  travelers  could  enter  the  country  and  there  was  some  increase  in 
foreign  trade. 

PROBLEMS  OF  PACIFIC  RELATIONS 

During  the  1920's,  United  States  Pacific  relations  were  dominated  by 
growing  concern  with  Japanese  expansionism  and  by  an  uneasy  co- 
operation with  Britain.  Britain's  desire  to  spare  its  taxpayers  the  cost  of 
naval  competition  with  the  United  States  after  World  War  I  gave  the 
American  State  Department  leverage  for  its  Pacific  objectives:  an  end 
to  the  Anglo-Japanese  Alliance,  international  agreement  to  its  Chinese 
policy,  and  checks  upon  the  growth  of  Japanese  imperialism.  Conse- 
quently, as  has  been  observed,  the  Washington  Conference  of  1921,  con- 
cerned itself  with  Pacific  relations  as  well  as  with  naval  building.  In 
addition  to  the  principal  Pacific  powers— Japan,  Britain,  the  United  States, 
and  China— France,  Italy,  Belgium,  the  Netherlands,  and  Portugal  were 
also  invited  to  the  conference.  Two  treaties  among  the  Pacific  powers 
were  adopted.  The  Four-Power  Treaty  of  December  13,  1921,  in  effect 
replaced  the  Anglo-Japanese  Alliance  with  multilateral  agreement]  The 
United  States,  Japan,  and  Britain  agreed,  "as  between  themselves  to 
respect  their  rights  in  relation  to  their  insular  possessions  and  insular 
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dominions  in  the  region  of  the  Pacific  Ocean."  In  case  of  controversy  "not 
satisfactorily  settled  by  diplomacy"  and  likely  to  affect  the  harmonious 
accord  now  happily  subsisting  between  them/'  the  disputants  should 
invite  the  other  signatories  "to  a  joint  conference  to  which  the  whole 
subject  will  be  referred  for  consideration  and  adjustment,"  If  any  of  the 
signatories,  including  the  fourth  power,  China,  were  threatened  by  the 
"aggressive  action"  of  another  power,  then  they  should  consult  on  means 
of  meeting  the  situation. 

On  February  6,  1922,  all  the  parties  invited  to  the  Conference  signed 
the  Nine-Power  Treaty.  This  began  with  an  endorsement  of  four  prin- 
ciples previously  agreed  upon  by  Elihu  Root  and  Lord  Balfour,  members 
of  the  United  States  and  British  delegations.  The  contracting  parties 
pledged  themselves:  (1)  to  respect  the  sovereignty,  independence,  and 
territorial  integrity  of  China;  (2)  to  give  it  the  fullest  and  most  unembar- 
rassed opportunity  to  maintain  "an  effective  and  stable  government"; 
(3)  to  use  their  influence  to  establish  and  maintain  "the  principles  of 
equal  opportunity"  for  the  commerce  and  industry  of  all  nations  through- 
out the  territory  of  China;  (4)  to  refrain  "from  taking  advantage  of  con- 
ditions in  China  to  seek  special  rights  or  privileges  which  would  abridge 
the  rights  of  subjects  or  citizens  of  friendly  States,  and  from  countenanc- 
ing action  inimical  to  the  security  of  such  States."  In  the  second  place, 
the  nations  ratifying  the  treaty  agreed  to  enter  into  no  agreements  or 
understandings  in  violation  of  the  four  principles.  Thirdly,  to  apply  the 
Open  Door  more  effectively,  the  parties  pledged  themselves  not  to  "seek 
nor  support  their  nationals  in  seeking,"  arrangements  which  might  estab- 
lish "any  general  superiority  of  rights  with  respect  to  commercial  or 
economic  development  in  any  designated  part  of  China";  or  to  set  up 
any  monopoly  or  preference  which  could  keep  the  nationals  of  other 
powers  from  engaging  in  business  or  public  enterprises  in  China. 
Fourthly,  the  contracting  powers  agreed  not  to  seek  spheres  of  influence 
in  China,  and  to  respect  its  neutrality  in  wartime.  In  its  turn,  China 
promised  not  to  allow  railroad  rate  discrimination  among  the  powers. 

In  addition  to  the  Four-Power  and  Nine-Power  Treaties,  several  lesser 
arrangements  were  concluded.  China  was  to  be  allowed  to  revise  its 
customs  tariff,  on  agreement  to  abolish  internal  customs  lines,  and  to 
control  its  own  postoflBce  if  it  could  do  that  efficiently.  Joint  commissions 
were  to  inquire  into  problems  of  extraterritoriality  and  Chinese  judicial 
reform  with  a  view  to  abolishing  foreign  immunity  from  Chinese  judicial 
processes.  No  power  was  to  make  relinquishment  of  its  privileges  con- 
tingent on  the  Chinese  granting  "any  special  concession,  favor,  benefit  or 
immunity,  whether  political  or  economic." 

Besides  the  multilateral  conventions  concluded  at  Washington,  several 
bilateral  treaties  were  concluded.  On  February  4,  1922,  Japan  promised 
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to  restore  Shantung  to  Chinese  "sovereignty,"  although  it  retained  control 
of  the  province's  railroads  and  economic  life.  On  February  11,  1922,  a 
treaty  between  the  United  States  and  Japan  recognized  Japanese  control 
of  Germany's  Pacific  islands  north  of  the  equator  and  gave  the  United 
States  equal  cable,  radio,  and  residential  rights  on  the  island  of  Yap— then 
an  important  Pacific  communications  point.  Finally,  on  December  27, 
1922,  at  Secretary  of  State  Hughes'  insistence,  the  Lansing-Ishii  Agree- 
ment 2  was  formally  cancelled. 

During  the  Washington  Conference,  as  since  the  overthrow  of  the 
Manchus  in  1910,  struggles  to  establish  an  effective  national  government 
continued  to  desolate  China  and  complicate  the  issues  of  Pacific  relations. 
Between  1923  and  1927,  the  portion  of  China  dominated  by  the 
Kuomintang  (Nationalist)  Party  was  under  Russian  guidance.  When  that 
was  thrown  off,  the  chief  Western  Powers  recognized  the  Kuomintang 
regime  of  Chiang  Kai-Shek,  after  it  had  apologized  and  made  reparations 
for  destruction  of  foreign  lives  and  property  in  the  capture  of  Nanking. 
In  1926,  the  commissions  set  up  under  the  Washington  Conference  re- 
ported themselves  unable  to  reach  a  formula  for  dealing  with  the  Chinese 
tariff  or  extraterritorial  privileges.  On  January  1,  1929,  however,  the 
United  States,  acting  independently,  decided  to  allow  the  Chinese  gov- 
ernment to  set  its  tariff  as  it  chose.  That  example  was  followed  by  other 
Western  Powers  in  1931,  the  year  in  which  Japan  invaded  Manchuria 
and  began  a  decade  of  aggression  in  the  Far  East, 

As  a  colonial  power  in  the  Pacific,  the  United  States  altered  its  Philip- 
pine policy  during  the  192CTs.  As  has  been  shown,  the  Wilson  admin- 
istration undertook  to  train  Filipinos  for  self-government  and,  in  1920, 
announced  that  the  educational  program  had  been  so  successful  that 
independence  might  be  conceded.  Republicans  thought  otherwise.  Presi- 
dent Harding  appointed  a  commission  of  inquiry  headed  by  W.  Cameron 
Forbes  and  General  Leonard  Wood.  This  reported  that  the  Filipinos 
wanted  independence  but  were  not  yet  ready  to  make  good  use  of  the 
powers  entrusted  to  them  by  Wilson's  governor-general.  Accordingly, 
President  Harding  named  Wood  to  that  post.  The  general  proceeded  to 
undo  his  predecessor's  work  so  thoroughly  that  the  Filipino  cabinet  re- 
signed in  1923,  and  the  executive  and  legislative  branch  of  the  islands' 
government  fell  into  deadlock.  Discontent  in  the  Philippines  further 
evidenced  itself  by  the  islands'  Senate  proposing  a  plebiscite  on  inde- 
pendence, and  islanders  in  the  United  States  conducting  skilful  propa- 
ganda against  the  Wood  regime.  In  spite  of  his  support  of  Wood,  Presi- 
dent, Coolidge  sent  another  mission  of  inquiry  to  Manila.  Carmi  A. 
Thompson,  its  chairman,  made  two  sets  of  recommendations  in  his  report 

2  See  above,  p.  162. 
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of  December,  1926.  First,  he  advocated  continuance  of  the  Wood  policy 
of  getting  the  Philippine  government  out  of  business.  The  Philippine  land 
law  should  be  revised  to  permit  large  landholdings  and  encourage 
plantation  agriculture.  Second,  the  Thompson  report  found  immediate 
independence  unjustified  but  recommended  that  the  military  advisors 
Wood  favored  be  replaced  by  civilians,  that  home  rule  be  increased,  and 
that  co-operation  between  the  legislature  and  the  executive  be  restored. 
President  Coolidge  was  spared  the  need  to  act  on  this  implicit  criticism 
of  the  Wood  policy:  General  Wood  died  in  August,  1927,  and  the  Presi- 
dent appointed  Henry  L.  Stimson  governor-general. 

Although  relations  between  the  Filipinos  and  their  American  admin- 
istrators grew  less  acrimonious,  the  movement  for  independence  did  not 
flag.  Under  American  rule,  illiteracy  had  dropped  from  85  to  51.2  per  cent 
between  1900  and  1939.  Public  schools  reached  1.9  million  children,  half 
the  school-age  population,  while  professional  and  adult  education  was 
advancing.  Public  health  work  had  checked  smallpox  and  cholera.  Land 
policies  encouraged  small  holdings  rather  than  plantation  agriculture, 
for  corporate  properties  were  limited  to  2,530  acres.  Social  advances  and 
increasing  self-respect  only  made  Filipinos  the  more  eager  for  complete 
self-rule. 

In  that  desire,  they  found  growing  support.  During  the  1920's  Ameri- 
can opinion  weighed  the  potential  cost  of  defending  the  Philippines  from 
possible  Japanese  aggression  against  American  economic  stakes  in  the 
islands,  and  found  the  latter  relatively  small  Fact  did  not  fulfill  the 
inflated  expectations  of  1898,  when  annexationists  like  Whitelaw  Reid 
prophesied  that  possession  of  the  Philippines  would  assure  United  States 
command  of  the  China  trade.  American  trade  and  investment  in  the 
islands  proved  equally  disappointing.  By  1930,  investment  in  the  Philip- 
pines totalled  $160  million,  less  than  the  1924-30  figure  for  Colombia; 
United  States  trade  with  the  islands  was  valued  at  $203.4  million  or  $17 
per  capita  in  1929-30,  as  against  $107  per  capita  for  Puerto  Rico.  During 
the  1930's,  United  States  investments  in  the  islands  grew  to  about  $200 
million>  but  total  exports  and  imports  dropped  to  $182.9  million.  It  was 
the  character  of  Philippine  exports  to  the  United  States-entering  duty 
free  since  1913— which  brought  Congressional  support  to  the  demand  for 
independence.  Sugar,  coconut  oil,  copra,  and  abaca  were  the  islands' 
principal  agricultural  exports.  The  increasing  output  of  gold  and  chrome 
ore  did  not  balance  them  in  importance.  Philippine  sugar,  imports  of 
which  were  valued  at  $51.9  million  in  1929-30  and  $41  million  in  1940, 
competed  with  the  American-owned  product  of  Cuba,  Hawaii,  Puerto 
Rico,  and  the  mainland  states  growing  cane  and  beet  sugar.  Philippine 
coconut  oil  as  an  ingredient  in  soap  and  cooking  fat  competed  with 
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mainland  cottonseed  oil  and  dairy  products.  Hence,  Senators  like  King 
of  Utah  and  Broussard  of  Louisiana,  both  from  sugar-growing  states, 
were  willing  to  add  to  the  Smoot-Hawley  Tariff  bill  amendments  calling 
for  Philippine  independence  and  import  duties.  Another  factor  in  win- 
ning favor  for  independence  was  hostility  to  Filipino  immigrants  on  the 
Pacific  coast  As  citizens  of  a  United  States  possession,  Filipinos  entered 
outside  quota  limitations  and,  in  the  period  1929-30  alone,  45,208  Filipinos 
entered  the  United  States;  with  independence,  quota  restrictions  could 
be  imposed. 

In  1933,  over  President  Hoover's  veto,  Congress  passed  the  Hawes- 
Cutting  Act.  This  granted  independence  when  a  ten-year  transition  period 
had  elapsed  but  restricted  annual  immigration  to  50  during  the  interval 
and  100  thereafter.  In  addition,  it  imposed  unfavorable  terms  of  trade 
and  continued  military  controls.  The  Philippine  legislature  refused  to  act 
on  the  proposal,  therefore,  and  the  measure  lapsed.  In  1934,  the  Tydings- 
McDuffie  Act  established  a  Philippine  Commonwealth  autonomous 
under  Filipino  executives  with  the  following  exceptions:  an  American 
High  Commissioner  was  to  be  recognized;  and  the  Filipinos  were  to 
accept  judicial  review  by  the  United  States  Supreme  Court,  a  limit  on 
the  Philippine  debt,  and  American  control  of  foreign  affairs  and  the 
islands'  armed  forces.  Until  complete  independence  should  be  granted 
(which  occurred  July  4,  1946)  imports  from  the  Philippines  were  to  bear 
an  increasing  portion  of  the  United  States  tariff,  or  to  be  limited  to  duty- 
free  quotas.  Despite  war's  interference  with  the  program,  Philippine 
independence  was  recognized  in  1946.  The  Bell  Act  of  1946  allowed 
Philippine  products  to  enter  free  of  duty  for  8  years;  during  the  20  years 
after,  such  imports  would  pay  successive  5  per  cent  increments  in  duty 
until  the  full  rates  were  in  force.  In  addition,  the  Philippine  Republic  was 
to  grant  land,  naval,  and  air  bases  to  the  United  States  and  allow  Ameri- 
cans equal  economic  privileges  with  Filipinos.  (For  the  Constitution 
adopted  in  1935  had  limited  exploitation  of  Philippine  public  lands  and 
natural  resources  to  Philippine  citizens  or  corporations  whose  capital 
was  60  per  cent  Philippine-owned.) 

PROBLEMS  OF  LATIN-AMERICAN  RELATIONS 

Control  of  the  sea  approaches  to  the  Panama  Canal  and  to  the  southern 
coast  of  the  United  States  made  the  Caribbean  area  of  singular  concern 
to  United  States  foreign  policy.  In  consequence,  as  we  have  seen,  the 
decade  of  the  1920's  opened  with  American  troops  in  three  Caribbean 
nations;  yet  it  closed  with  arrangements  for  their  withdrawal. 

In  1920,  Republican  senators,  inquiring  into  the  Wilson  administra- 


294  ECONOMIC  EXPANSION 

tion  s  Haitian  policy,3  found  that  the  occupation  had  been  justified  but 
poorly  administered.  Control  should  be  centralized  at  Washington,  Ac- 
cordingly, General  Russell  of  the  Marines  was  appointed  American  High 
Commissioner  and  the  native  civilian  government  ceased  to  be  more  than 
a  fa9ade,  although  a  Haitian  continued  to  hold  the  office  of  president. 
Under  American  rule,  Haitian  finances  were  finally  put  into  order:  be- 
tween 1924  and  1934,  the  island's  credit  was  restored;  its  tax  structure 
was  reformed  to  make  the  small  land  cultivator  bear  fewer  burdens; 
and  honesty  and  economy  were  established  in  the  administration  of 
public  finance.  The  occupation  authorities  secured  the  repair  of  long- 
neglected  irrigation  works,  built  trails,  highways,  lighthouses,  and 
wharves,  and  undertook  public  health  projects  to  eradicate  debilitating 
diseases  like  malaria  and  yaws.  Nevertheless,  the  occupation  won  no  favor 
in  Haiti.  The  Haitian  small  farmers,  who  benefited  from  order  and 
economy  under  United  States  rule,  had  little  awareness  of  what  was  being 
done  for  them.  The  Haitian  upper  classes  feared  for  their  position:  they 
were  cut  off  from  a  major  source  of  advancement,  since  revolution  and 
seizure  of  the  public  treasury  were  no  longer  possible,  and  lost  the  best 
government  posts  to  foreigners.  Nor  was  the  pride  of  the  mulatto  elite 
group  soothed  by  having  for  rulers  Southerners  dispatched  to  the  island 
because  of  natural  ability  "to  handle  Negroes."  In  the  United  States 
opposition  moved  on  two  planes:  hostility  to  intervention,  and  disappoint- 
ment with  its  economic  results.  For  in  1930,  as  in  1913,  Haiti,  the  Domini- 
can Republic,  and  Nicaragua  drew  no  more  than  1  per  cent  of  the  total 
United  States  investment  in  the  Caribbean. 

Consequently,  in  1930,  after  a  minor  rising  in  Haiti,  President  Hoover 
appointed  a  commission  of  inquiry.  This  recommended  that  an  interim 
government  be  recognized  by  the  United  States,  an  American  civilian 
minister  installed,  and  the  island's  public  services  be  turned  over  to 
Haitians  in  preparation  for  an  end  of  occupation.  Although  the  Haitian 
Congress  refused  to  accept  abrogation  of  the  treaty  of  1916— because  the 
new  arrangement  provided  for  continued  United  States  financial  control 
—that  was  incorporated  into  an  executive  agreement  in  1933.  Two  years 
later,  American  occupation  ended. 

The  United  States  had  recalled  its  troops  from  the  Dominican  Republic 
in  1924,  after  a  local  constabulary  had  been  trained  to  keep  order  and  a 
provisional  government  had  held  elections.  By  the  terms  of  a  new  con- 
vention with  the  United  States,  the  Dominican  Republic  agreed  not  to 
increase  its  public  debt  without  United  States  approval,  to  retain  an 
American  customs  collector,  and  to  settle  disputes  under  a  special  arbitra- 
tion agreement.  In  1929,  five  years  after  withdrawal,  an  unofficial  com- 
mission headed  by  Charles  G.  Dawes  scrutinized  the  operation  of  the 

3  See  above,  pp.  147-78. 
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Dominican  government,  and  drafted  laws  reorganizing  its  budget,  its 
accounting  procedure,  and  its  civil  service.  These  measures  were  adopted, 
but  never  effectively  enforced.  The  following  year,  a  revolt  prompted  the 
republic's  president  and  vice-president  to  resign.  Only  one  candidate 
offered  himself  at  the  next  election,  and  dictator  Rafael  Trujillo  continued 
in  power  after  1930  either  in  his  own  person  or  through  members  of  his 
family. 

Relations  between  the  United  States  and  Nicaragua  were  complicated 
by  rivalry  between  the  Chamorro  clique  and  its  opposition.  United  States 
financial  control  had  been  established  in  1917  and  strengthened  in  1920: 
a  collector-general  of  customs  was  installed  and  made  removable  upon 
request  of  the  bankers  who  had  lent  Nicaragua  money.  The  collector- 
general  was  charged  with  collecting  customs,  paying  administrative  ex- 
penses, and  meeting  debt  service  before  turning  the  proceeds  over  to  the 
Nicaraguan  government.  Should  those  be  insufficient  to  pay  the  foreign 
debt,  the  collector  might  take  over  administration  of  Nicaragua's  internal 
revenue  as  well.  In  1924,  a  coalition  government  was  elected  and  reluc- 
tantly recognized  by  the  United  States;  and  United  States  marines  were 
withdrawn.  In  1925,  however,  the  head  of  the  Chamorro  clique  ousted 
the  opposition  and  took  over  by  force.  The  State  Department  refused 
recognition,  but  informed  the  legally-elected  Vice-President  Juan  Sacasa 
that  it  would  not  countenance  armed  action  in  his  behalf  against  the 
results  of  the  Chamorro  coup  ffetat.  Thereupon,  in  1926,  while  the  pro- 
Sacasa  faction  rebelled,  regardlessi  of  Washington  warnings,  Chamorro 
resigned.  His  successor  made  way  for  Adolfo  Dias,  who  was  recognized 
on  November  17.  On  November  18,  Dias  requested  United  States  inter- 
vention; on  December  8,  American  troops  returned  to  Nicaragua. 

Protest  in  the  United  States  was  loud  enough  to  make  President 
Coolidge  send  a  mission  under  Henry  L.  Stimson  to  explore  the  possibil- 
ities for  ending  both  the  intervention  and  the  increasing  guerrilla  warfare. 
In  April,  1927,  the  Stimson  mission  suggested  peace  terms  as  follows: 
an  end  to  fighting;  surrender  of  arms  to  United  States  forces;  reorganiza- 
tion of  the  Nicaraguan  police  under  United  States  officers;  a  general 
amnesty;  and  return  of  the  ousted  opposition  cabinet  members-all  to  be 
followed  by  an  election  supervised  by  the  United  States.  Except  for  the 
supporters  of  Augusto  Cesar  Sandino,  the  various  Nicaraguan  factions 
accepted  the  Stimson  plan.  Sandino  took  to  the  hills,  evaded  capture,  and 
won  foreign  sympathy  as  the  champion  of  Nicaraguan  independence. 
For  the  election  law  revised  by  the  State  Department  was  rejected  by  the 
Nicaraguan  legislature  and  put  into  force  by  executive  decree.  Not  until 
February,  1933,  when  the  Nicaraguan  government  agreed  to  amnesty, 
a  public  works  program,  and  the  establishment  of  Sandino's  followers 
as  an  agricultural  colony  on  unoccupied  public  land,  did  the  revolt  come 


FOREIGN  POLICY  297 

to  an  end.  In  the  meantime,  in  1932,  the  American-supervised  election 
had  proceeded  quietly  and,  as  a  result,  the  Charnorro  faction  accepted 
defeat.  Their  opponents  gave  them  a  share  in  the  government,  Juan 
Sacasa  was  finally  inaugurated  president  in  1933,  and  United  States  troops 
were  withdrawn. 

In  Cuba,  American  policy  was  affected  by  legal  responsibility  under 
the  Platt  Amendment  and  an  economic  stake  far  larger  than  in  any  of  the 
Caribbean  countries.  Between  1914  and  1930,  American  investment  grew 
to  $1.07  billion,  only  $100  million  of  which  was  government  debt.  By 
1930,  United  States  investors  owned  half  Cuba's  railroads,  70  per  cent  of 
its  sugar  industry,  two-thirds  of  its  oil  business,  its  chief  banks  and  mines, 
and  its  street  railroads  and  public  utilities.  The  troops  which  the  Wilson 
administration  had  sent  to  Cuba  in  1917  remained  until  1922.  Meanwhile, 
the  Cuban  economy  had  been  shaken  by  the  rapid  rise  and  more  rapid 
collapse  of  the  price  of  sugar.  By  1920,  the  financial  crisis  was  so  acute 
that  the  United  States  government  acceded  to  the  request  of  the  Cuban 
administration  and  allowed  General  Enoch  H.  Crowder  to  return  as  finan- 
cial adviser.  He  installed  a  system  of  budget  control  and  gave  counsel  on 
spending  and  appointments.  When  the  Cuban  administration  appeared 
reluctant  to  accept  that  advice  in  1921-22,  the  State  Department  hinted 
at  further  intervention.  The  Crowder  program  was  carried  then.  Later  in 
1922,  W.  P.  G.  Harding  of  the  Federal  Reserve  System  recommended  a 
loan  of  $50  million  to  the  island,  and  the  Morgan  bank  floated  it.  After 
the  withdrawal  of  troops  that  year,  Crowder  became  ambassador  instead 
of  adviser,  and  the  State  Department  lengthened  Cuba's  leading  strings* 
Nevertheless,  anti-United  States  sentiment  helped  Gerardo  Machado  to 
win  the  Cuban  election  of  1924.  As  a  dictator  wise  enough  to  maintain 
interest  payments  on  Cuba's  debt,  Machado  won  the  benevolent  neutral- 
ity of  the  Coolidge  and  Hoover  administrations,  which  prevented  his 
opponents  from  securing  weapons  in  1931. 

In  Puerto  Rico,  United  States  action  fell  into  the  category  of  colonial 
rather  than  foreign  policy;  nevertheless,  the  tone  of  administrative  policy 
toward  the  island  illustrates  the  manner,  as  well  as  the  matter,  which 
aggrieved  Latin  Americans  during  the  1920's.  When  Puerto  Rico's  legisla- 
ture asked  for  full  autonomy  in  1928,  President  Coolidge  replied  that 
island  spokesmen  should  "limit  their  petitions  to  those  things  which  may 
be  granted  without  denial  of  such  hope."  Not  until  1947,  with  the  enact- 
ment of  the  Butler-Crawford  bill,  were  Puerto  Rico's  aspirations  recog- 
nized. Then  islanders  were  empowered  to  elect  their  governor  ( although 
the  President  of  the  United  States  continued  to  name  the  justices  of  the 
island's  highest  court,  the  auditor,  and  the  co-ordinator  of  federal  assist- 
ance programs).  Further  advance  came  in  July,  1950,  when  President 
Truman  signed  a  measure  permitting  Puerto  Rico  to  write  its  own  consti- 
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tution-provided  that  the  document  guaranteed  a  republican  form  of 
government  and  included  a  bill  of  rights. 

Under  American  rule,  Puerto  Rico's  economic  conditions  improved,  as 
is  shown  by  the  fact  that  the  assessed  valuation  of  the  island's  taxable 
property  rose  from  $96.4  million  in  1901  to  a  total  of  $810  million  in 
1951-52.  By  1927,  the  peak  year,  $120  million  in  outside  capital,  princi- 
pally from  continental  United  States,  was  invested  in  sugar  production, 
banks,  utilities,  and  government  securities.  Puerto  Rican  exports  grew, 
especially  needlework  which  increased  in  value  from  $3.70  to  $10.06 
million  between  1922  and  1946,  and  ranked  as  the  most  important  export 
after  sugar.  Nor  was  the  welfare  of  the  islanders  neglected.  Sanitation  and 
public  health  work  halved  the  death  rate.  Public  works  programs  equipped 
the  island  with  roads,  wharves,  and  harbor  facilities.  Education  spread: 
in  1899, 20.4  per  cent  of  the  population  was  literate;  that  proportion  rose  to 
45  per  cent  in  1920  and  68.8  per  cent  in  1940.  Puerto  Ricans  were  better 
off  than  the  people  of  other  Caribbean  islands  whether  free,  like  Haiti,  or 
colonial,  like  Jamaica. 

Nevertheless,  in  the  mid-1940's,  when  Puerto  Rican  income  reached  its 
all-time  high,  140,000  of  its  354,000  families  lived  below  minimum  island 
standards,  and  the  majority  of  islanders  suffered  from  malnutrition. 
Though  Puerto  Rico  devoted  21.5  per  cent  of  its  budget  to  education, 
only  50  per  cent  of  its  school-age  children  were  in  the  classroom;  and 
only  36  per  cent  of  the  population  had  completed  more  than  four  grades 
of  school.  Between  1928,  when  severe  hurricanes  and  the  drop  in  coffee 
and  sugar  prices  harried  an  already  harassed  people,  and  1940,  the  island 
endured  economic  stagnation.  Even  with  the  stimulation  of  war  demand 
in  1941-45,  Puerto  Rico's  per  capita  income  was  $185,  less  than  half  that 
of  Mississippi,  the  poorest  state  in  the  union. 

Meanwhile,  population  grew  relentlessly:  in  1900  the  birth  rate  was  38 
per  1,000;  by  1950,  the  rate  stood  at  41.7;  death  rates  had  dropped  from 
27.1  to  12.4  per  1,000.  The  island's  economy  depended  on  sugar,  which 
constituted  an  increasing  proportion  of  exports,  reaching  69  per  cent  in 
1939-45;  yet  Puerto  Rico  was  a  high-cost  producer.  Under  the  admin- 
istration of  the  first  elected  governor,  Luis  Munoz-Marin,  the  island 
struggled  to  raise  itself  by  its  own  bootstraps.  Further  effort  was  made 
to  secure  Puerto  Rico  a  share  of  the  profitable  tourist  trade.  The  Mufioz 
administration  enforced  the  Foraker  Act  of  1900  in  limiting  corporate 
landholdings.  It  undertook  to  help  agricultural  laborers  acquire  sub- 
sistence plots  on  40-year  payment  periods;  and  it  promoted  co-operative 
sugar  plantations.  To  encourage  industry,  development  corporations  were 
established,  as  well  as  banking,  hydroelectric,  and  new  agricultural 
projects  to  supplement  sugar.  As  a  means  of  attracting  outside  invest- 
ment, a  1949  law  offered  a  10-year  period  of  tax  exemption  for  new 
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industrial  enterprises:  and  this  included  immunity  from  federal  income 
taxes  as  well.  But  since  Puerto  Rico  had  few  raw  materials,  tax  favors, 
shelter  behind  the  United  States  tariff  wall,  and  cheap  labor  were  all  it 
had  to  offer.  And,  it  should  be  noted,  planned  transformation  of  the 
island  into  a  regulated  sweatshop  seemed  economic  medicine  hardly 
likely  to  meet  with  favor  among  mainland  competitors  in  textile,  needle- 
work, leather,  and  novelty  goods  production. 

Solving  these  problems  was  not  easy;  as  a  result,  large  numbers  of 
Puerto  Ricans  (now  legally  American  citizens)  migrated  to  the  mainland, 
where  employment— and,  initially,  slum  living  in  large  cities— awaited 
them.  After  1942,  Puerto  Rican  authorities  reckoned  net  emigration  at 
2,500  per  month;  most  of  the  migrants  came  to  New  York  City.  Here,  they 
entered  into  the  unskilled  and  semiskilled  trades  of  the  city;  before  long, 
Puerto  Ricans  were  becoming  trade  union  members  and  small  shop- 
keepers and  as  their  standards  of  living  mounted  they  began  to  disperse 
from  the  original  crowded  areas  of  settlement.  New  York  absorbed  them 
into  its  complex  life:  and  this  was  a  tribute  to  the  city  and  to  the  adapta- 
bility of  these  newest  immigrants  to  the  American  mainland. 

During  the  19207s,  United  States  relations  with  Mexico  hinged  upon 
conflict  of  interest  between  American  owners  of  Mexican  oil  and  land  and 
the  agrarian  program  incorporated  into  the  Mexican  Constitution  of  1917. 
To  a  lesser,  yet  significant  degree,  that  relationship  was  also  influenced 
by  Catholic  protest  against  the  Mexican  government's  effort  to  secularize 
education  and  Church  property.  In  May,  1923,  Mexico  agreed  that  sub- 
soil oil  rights  acquired  before  1921  would  be  respected,  that  compensa- 
tion would  be  made  for  expropriated  lands,  and  that  joint  claims  com- 
missions would  be  set  up.  In  August,  the  United  States  recognized  the 
Obregon  government,  and  in  December  it  imposed  an  arms  embargo 
against  the  faction  which  had  risen  against  Obregon.  The  following  year, 
a  claims  commission  was  actually  established.  Although  this  was  ex- 
tended by  three  other  conventions,  no  real  payments  were  made  during 
the  decade. 

In  1925,  Mexican  legislation  to  make  effective  Article  27  of  the  1917 
Constitution  caused  further  disagreements  between  Mexico  and  the 
United  States.  The  Petroleum  Law  of  1925  declared  that  subsoil  resources 
were  vested  in  the  nation  and  that  foreigners  must  agree  to  abide  by 
Mexican  law  or  forfeit  their  holdings.  Concessions  made  prior  to  1917 
upon  which  work  had  been  done  would  be  validated  on  application,  but 
only  for  50-year  terms.  Furthermore,  the  law  limited  the  amount  of 
agricultural  and  grazing  land  which  foreigners  might  own,  and  required 
them  to  agree  not  to  apply  to  their  home  governments  for  protection 
against  Mexican  laws.  Although  American  landowners  obeyed  fairly 
readily,  Secretary  of  State  Frank  B.  Kellogg  issued  sharp  protests  in 
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1927.  Sharper  still  was  his  correspondence  on  the  petroleum  law.  Mexico 
was  "now  on  trial  before  the  world"  Kellogg  declared,  while  the  law  was 
pending.  After  it  had  been  enacted,  Kellogg  began  a  long  and  acrimonious 
epistolary  debate  in  which  he  charged  that  the  law  violated  both  deci- 
sions of  the  Mexican  Supreme  Court  and  the  agreement  preceding  the 
recognition  of  Obregon  in  1923.  The  Hearst  press,  which  published  forged 
documents  charging  that  Senators  Borah,  Morris,  and  Heflin,  had  been 
paid  $1.2  million  by  the  Mexican  government,  added  nothing  to  goodwill 
between  the  nations.  Secretary  Kellogg  fed  the  fires  of  ill  will  by  publish- 
ing a  memorandum  charging  Bolshevist  penetration  of  Mexico. 

In  January,  1927,  the  Senate  adopted  a  resolution  urging  arbitration 
of  the  oil  dispute.  With  that  for  cue,  President  Coolidge  sought  to  put 
Mexican  relations  on  a  sounder  footing.  Accordingly,  he  appointed 
Dwight  D.  Morrow  Ambassador  to  Mexico.  Morrow,  a  Morgan  partner 
and  experienced  in  the  diplomacy  of  business,  replaced  the  policy  of 
note  and  nag  with  a  direct  and  friendly  personal  approach  to  President 
Calles.  In  November,  1927,  the  Mexican  Supreme  Court  invalidated  that 
section  of  the  petroleum  law  which  transformed  perpetual  concessions 
into  five-year  grants.  In  March,  1928,  regulations  legalized  oil  titles  ob- 
tained before  May  1,  1917,  although  transfers  to  aliens  or  to  foreign 
governments  were  banned.  The  following  year,  Morrow  even  succeeded 
in  securing  modification  of  the  anticlerical  program:  for  the  first  time  in 
three  years,  public  religious  services  were  held  in  Mexican  Catholic 
Churches.  The  hierarchy,  meanwhile,  agreed  to  state  registration  of 
clergymen,  to  the  elevation  of  an  increasing  number  of  Mexicans  to  high 
posts,  and  to  the  extension  of  secular  education.  As  the  Calles  government 
itself  grew  more  conservative,  the  land  distribution  program  dwindled, 
and  causes  for  ill-feeling  began  to  disappear.  Thus,  Ambassador  Mor- 
row's diplomatic  skill  and  the  more  conciliatory  attitude  of  the  Mexican 
government  eased  the  way  for  a  more  tolerant  attitude  in  the  1930's. 

As  a  result  of  United  States  occupation  of  Haiti  and  the  Dominican 
Republic;  of  intervention— open  in  Nicaragua,  covert  in  Cuba— and  of  the 
long  dispute  with  Mexico,  Latin  Americans  grew  increasingly  distrustful 
of  the  Colossus  of  the  North.  At  the  Inter-American  Conference  of  1928, 
which  sat  at  Havana,  United  States  policy  met  sharp  criticism  from  the 
representatives  of  other  American  republics.  That  policy  had  long  been 
under  fire  from  the  liberal  opposition  at  home.  In  some  degree,  as  in  the 
withdrawal  from  the  Dominican  Republic  and  the  dispatch  of  the  con- 
ciliatory Morrow  as  Ambassador  to  Mexico,  the  Coolidge  administration 
had  indicated  awareness  of  the  need  for  new  attitudes  and  a  new  ap- 
proach in  Latin-American  relations. 

President  Hoover  went  further.  In  1929,  two  conventions  were  signed. 
The  first  provided  for  compulsory  arbitration  of  all  disputes  between  the 
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United  States  and  Latin  American  nations  arising  out  of  the  interpreta- 
tion of  treaties,  of  international  law,  and  of  the  existence  of  facts  asserted 
to  constitute  violations  of  that  law.  Such  controversies  were  to  be  sub- 
mitted to  the  Hague  Tribunal,  the  World  Court,  or  especially  created 
arbitration  tribunals.  The  second  decreed  that  all  disagreements  not  sub- 
ject to  arbitral  settlement  were  to  be  turned  over  to  conciliation  commis- 
sions either  of  the  disputing  states  or  of  the  diplomatic  missions  at  Wash- 
ington or  Montevideo.  By  the  mid-1930's,  besides  the  United  States, 
thirteen  nations  had  ratified  the  arbitration  and  sixteen  the  conciliation 
agreement. 

Interestingly  enough,  neither  convention  put  the  Monroe  Doctrine 
beyond  discussion.  But  that  pillar  of  United  States  foreign  policy  received 
new  clarification  in  the  Clark  Memorandum  of  1928,  which  was  made 
public  in  1930;  this,  in  so  many  words,  repudiated  the  Theodore  Roosevelt 
Corollary  of  the  Monroe  Doctrine,  which  had  been  used  to  justify  inter- 
vention in  Latin  America  since  1904.  Reuben  J.  Clark,  then  Under- 
secretary of  State,  declared  in  the  memorandum  that  the  United  States 
alone  had  set  forth  the  Monroe  Doctrine  and  it  was  for  the  United  States 
to  determine  when  and  if  it  were  violated  or  threatened.  The  Doctrine 
did  not  concern  itself  with  inter-American  relations,  but  with  relations 
between  the  United  States  and  European  nations.  The  United  States 
had  always  used  the  Doctrine  to  protect  Latin  America  against  European 
aggression  and  not  to  engage  in  aggression  of  its  own.  Finally,  the  Roose- 
velt Corollary  was  not  part  of  the  Monroe  Doctrine;  it  did  not  grow  out 
of  the  Doctrine;  nor  was  it  justified  by  the  Doctrine  "however  much  it 
may  be  justified  by  the  application  of  the  doctrine  of  self-preservation." 

Thus,  by  1932,  the  United  States  had  turned  from  a  Latin  American 
program  marked  by  intervention  and  smug-sounding  good  counsel  toward 
what  Franklin  D.  Roosevelt  was  to  give  the  felicitous  label  of  the  "Good 
Neighbor  Policy." 

Between  1920  and  1929,  the  United  States  had  an  enormous  stake  in 
world  peace  and  stability.  Its  means  for  promoting  those  ends  had  grown. 
Yet  it  continued  to  lack  awareness  of  the  responsibility  implicit  in  its 
position  as  an  economic  creditor  secure  in  hegemony  of  a  hemisphere. 
Although  it  had  a  sincere  interest  in  promoting  peace,  its  chief  effort 
went  to  limiting  armaments  rather  than  to  helping  create  an  international 
political  climate  favorable  to  general  security.  By  sponsoring  a  multi- 
lateral pact  for  the  renunciation  of  war  with  no  corresponding  sanctions, 
and  with  no  parallel  effort  to  meet  the  underlying  causes  of  international 
conflict,  the  United  States  contributed  to  make  world  opinion  regard  such 
gestures  as  cynically  absurd  instead  of  hopefully  aspiring.  By  remaining 
out  of  the  League  of  Nations,  on  the  other  hand,  the  United  States 
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weakened  that  agency  whether  as  an  instrument  for  maintaining  the 
Versailles  settlement  or  as  a  means  of  modifying  it.  Rather  ignored  in  the 
blame  which  it  has  been  fashionable  to  assess  against  United  States  pol- 
icy during  the  1920's,  was  the  swiftness  with  which  its  status  had  changed. 
In  the  years  1915-29,  the  United  States  achieved  a  financial  position 
Britain  had  been  at  least  a  century  in  winning.  In  the  years  1917-19,  the 
United  States  had,  almost  without  purposing,  revealed  itself  as  at  least 
potentially  a  prime  factor  in  the  military  balance.  Yet,  in  the  United 
States,  statesmen  and  the  public  alike  generally  continued  to  speak  and 
to  vote  as  if  they  regarded  themselves  as  citizens  of  a  nation  on  the 
periphery  rather  than  at  the  core  of  power.  Americans  were  largely 
isolationists  at  heart:  and  continued  so  until  1941  when  Pearl  Harbor 
shook  their  complacent  world. 

As  in  political  international  relations,  so  in  the  economic  sector;  and 
to  an  analysis  of  these  we  must  turn  now. 


CHAPTER  14 


IN  A  WORLD  ECONOMY 


THE  POSITION  that  the  United  States  came  to  occupy  in  world 
economy  by  the  1920's  was  attained  not  merely  as  a  result  of  the 
war,  but  to  a  large  extent  as  a  result  of  the  natural  economic  develop- 
ment of  the  country.  We  shall  have  to  go  back,  therefore,  to  consider 
certain  earlier  steps  in  this  development. 

THE  TARIFF  IN  AMERICAN  ECONOMY 

The  Civil  War,  because  of  the  successful  capture  of  political  power 
by  the  Republican  party,  had  committed  the  United  States  to  a  program 
of  protectionism.  Up  to  the  1860's,  and  indeed  to  the  1890's,  the  United 
States  had  been  largely  a  producer  of  basic  raw  materials,  in  exchange 
for  which  in  world  markets  Americans  acquired  the  finished  manufac- 
tured goods  needed  by  a  growing  population.  The  adoption  of  protection- 
ism made  possible  a  gradual  shift  in  American  economy;  from  growers  of 
foodstuffs  and  fibers  and  producers  of  lumber  and  ores,  more  and  more 
Americans  became  manufacturers  of  steel  and  iron  products,  machinery, 
clothing,  and  a  thousand  and  one  articles  of  secondary  manufacture  and 
of  direct  consumption.  This  is  not  to  say  that  Americans  abandoned 
primary  production;  in  fact  after  the  1870's  and  until  the  outbreak  of  the 
First  World  War,  the  production  of  agricultural  goods  and  their  export 
kept  on  increasing.  But  these  were  becoming  less  and  less  important 
when  viewed  as  part  of  the  whole  economy.  By  the  turn  of  the  twentieth 
century  the  United  States  stood  high  in  the  ranks  of  the  industrial  nations. 

It  would  be  false,  however,  to  argue  that  the  role  of  protectionism  was 
crucial  or,  indeed  major,  in  this  metamorphosis.  Other  factors  of  equal 
importance  entered  the  picture.  The  powerful  railroad  net  made  possible 
the  linking  of  basic  raw  materials  with  processing  centers  and  growing 
domestic  outlets  for  goods.  The  expanding  American  population— with 
the  highest  standards  of  living  in  the  world— furnished  a  labor  supply, 
and  markets  as  well.  The  technical  ingenuity  and  skills  and  the  remark- 
able management  of  American  business  contributed  their  share. 

But  protectionism  had  been  important.  The  Republican  party,  for  good 
or  ill,  was  committed  to  the  doctrine,  and  in  a  sense  became  more  and 
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more  its  servant  rather  than  its  master.  The  exigencies  of  the  American 
political  system  brought  this  about.  American  national  parties  were  too 
often  congeries  of  local  and  sectional  interests  and  pressures.  The  Repub- 
lican party  for  a  long  time  had  sought  to  remain  in  power  nationally  by 
appeals  to  the  loyalty  of  the  rural  West  and  the  industrial  East.  But  this 
had  not  proved  enough,  particularly  as  industry  had  begun  to  move  into 
the  North  Central  states  and  even  across  the  Mississippi  River.  One  of 
the  most  significant  devices  of  the  party  for  binding  together  the  dis- 
parate sections  of  its  organization,  therefore,  was  the  protective  tariff. 
Tariff  making  became  a  matter  of  satisfying  local  and  sectional  interests 
on  the  basis  of  quid  pro  quos;  particular  schedules,  such  as  the  iron  and 
steel,  woolens,  chinaware,  boots  and  shoes  schedules,  all  had  their  local 
and  vocal  defenders. 

The  tariff  as  such,  however,  had  the  general  condemnation  of  intelli- 
gent people.  The  tariff  schedules  supported  marginal  industries;  they 
raised  costs  and  reduced  the  consumptive  powers  of  the  American  people. 
Worst  of  all,  they  encouraged  foreign  retaliation.  The  worst  excesses  of 
economic  nationalism  were  carried  out  under  shelter  of  the  protective 
tariffs  of  the  great  industrial  nations  of  the  Western  world.  As  an  in- 
formed foreign  observer,  the  Englishman  D.  W.  Brogan,  has  said:  "The 
schedules  of  the  Tariff  Acts  of  1922  and  1930  were  incapable  of  rational 
defense;  they  were  not,  as  a  whole,  popular,  but  there  was  little  or  no 
chance  of  a  remedy  as  long  as  politics  were  sectional  and  as  long  as 
there  was  no  effective  leadership  from  the  White  House  insisting  on  a 
national  rather  than  a  sectional  point  of  view." 

Not  that  there  was  no  dissent.  The  political  and  economic  isolationism 
of  the  United  States  in  the  1920's  was  regarded  with  uncertainty  from 
many  quarters.  In  many  industries,  such  as  automobiles  and  business 
machines,  Americans  led  the  world:  their  efficiencies  were  greater,  their 
costs  were  lower,  their  products  were  superior.  Domestic  tariffs  helped 
them  not  at  all;  in  fact,  domestic  tariffs,  because  they  produced  retaliatory 
measures  abroad,  simply  ended  by  restricting  foreign  outlets  for  such 
products. 

The  same  was  true  of  the  financial  community.  More  and  more,  in  the 
twentieth  century,  United  States  savings  required  investment  opportu- 
nities. America  had  become  a  creditor  nation,  and  in  addition  to  being 
able  to  export  agricultural  wares  and  industrial  products,  it  was  in  a 
position  to  export  capital.  But  how  would  foreign  borrowers  pay  interest 
charges  on  debt  and  amortize  loans  if  tariff  walls  barred  the  entry  of 
their  goods  into  the  United  States?  Many  thoughtful  persons,  therefore— 
and  some  were  powerful  in  the  ranks  of  the  Republican  party—were 
coming  to  understand  that  traditional  American  protectionism  was  a  relic 
of  an  earlier  day  and  a  simpler  economy. 
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TARIFFS  OF  1922  AND  1930 

But  those  in  the  saddle  in  the  1920's  were  impatient  with  such  subtle- 
ties. Withdrawing  politically  from  contacts  with  the  outside  world,  they 
sought  to  do  almost  the  same  thing  economically.  This  is  the  significance 
of  the  Tariff  Acts  of  1922  and  1930.  The  so-called  Fordney-McCumber 
Tariff  Act  of  1922  contained  the  highest  rates  in  American  tariff  history 
up  to  that  time.  In  rare  instances  only  were  rates  cut  below  the  duties  of 
1913;  the  general  tendency  was  to  approximate  the  levels  of  1909,  and  to 
set  prohibitory  duties  for  the  benefit  of  new  industries  like  chemicals. 
True,  there  were  some  gestures  toward  the  principle  that  duties  should 
serve  to  equalize  the  costs  of  production  of  American  products  and 
foreign  articles  in  competition  with  them,  and  a  Tariff  Commission  was 
set  up  to  make  investigations  for  tariff  revision  on  this  principle  and  to 
report  back  to  the  President.  The  Commission,  however,  had  only  ad- 
visory powers.  Its  achievement  was  unimpressive;  in  fact,  such  revision 
as  took  place  under  this  flexibility  provision  usually  carried  duties  to  a 
higher  level. 

By  1928  the  clamor  against  the  act  of  1922  was  fairly  general.  Ameri- 
can agriculture  had  been  going  through  hard  times  in  the  1920's  and  was 
less  sure  of  the  efficacy  of  protectionism;  on  the  other  hand,  protected 
interests  felt  they  had  not  received  enough.  Outside  of  the  circle  stood, 
as  has  been  said,  the  industrialists  who  were  indifferent  to  tariffs  and  the 
investment  bankers  who  sought  to  increase  imports.  These  last,  at  least, 
believed  they  had  a  supporter  in  President-elect  Hoover.  But  they  were 
doomed  to  disappointment;  a  new  tariff  act  was  written  in  1930,  the 
so-called  Smoot-Hawley  Tariff  Act,  and  it  turned  out  to  have  a  higher 
general  average  of  rates  than  its  predecessor. 

The  Hawley  bill  was  reported  out  to  the  House  on  May  7, 1929,  and  on 
May  28  it  was  passed  by  a  large  majority.  The  same  sectional  "trades" 
that  had  characterized  previous  Republican  measures  had  been  at  work 
here.  Duties  on  farm  products  and  on  raw  materials  were  pushed  upward; 
minerals  received  special  consideration;  rates  on  textiles  and  on  dyestuffs 
were  boosted;  compensatory  duties  were  put  on  those  manufactured 
articles  the  raw  materials  of  which  were  protected. 

The  Senate,  however,  sought  to  amend  the  House  bill  radically  on  two 
counts.  Curiously  enough,  one  was  in  the  direction  of  higher  duties,  the 
other  of  lower  duties.  The  first  Senate  addition  called  for  an  "export 
debenture"  plan  above  referred  to,  in  order  to  make  the  rates  on  food- 
stuffs effective;  the  second  called  for  the  vesting  of  the  flexibility  power 
in  the  hands  of  Congress  instead  of  the  President.  But  President  Hoover 
expressed  his  disapproval  of  both  Senate  amendments,  with  the  result 
that  a  conference  report,  largely  following  the  intention  of  the  original 
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House  bill,  was  adopted  in  June,  1930.  Like  the  act  of  1922,  the  1930  act 
included  a  flexibility  provision. 

What  the  Republican  administrations  and  Congresses  had  achieved 
may  be  seen  from  an  examination  of  the  average  ad  valorem  rates  in  par- 
ticular schedules  in  the  1922  and  1930  acts.  It  is  important  to  remember 
that  these  figures  take  no  account  of  products  that  were  virtually  ex- 
cluded by  prohibitive  duties.  But  for  comparative  purposes  the  propor- 
tions are  Interesting.  The  figures  in  Table  18  are  based  on  the  imports  of 
1928. 

TABLE  18 

Rates  in  the  Tariff  Acts  of  1922  and  1930 
(Figures  in  per  cents) 


Schedules 

1922 

1930 

1. 

2. 
3. 
5. 

1. 
9. 
11. 

Chemicals,  oils,  paints 
Earths,  earthenware,  glassware 
Metals  and  metal  manufactures 
Sugar,  molasses,  and  manufactures 
Agricultural  products  and  provisions 
Manufactures  of  cotton 
Wool  and  woolen  manufactures 

General  average 

29.22 
45.62 
33.71 
67.85 
19.86 
40.27 
49.54 

31.40 

53.62 
35.01 
77.21 
33.62 
46.42 
59.83 

33.22 

40.08 

One  of  the  most  impressive  expressions  of  disapproval  of  this  sorry 
record  of  logrolling,  bartering,  and  lobbying  that  had  ended  in  an  eco- 
nomic-nationalist program  came  from  one  thousand  trained  economists 
who  signed  a  manifesto  addressed  to  President  Hoover  in  May,  1930. 
Their  protest  was  unavailing,  for  the  President  approved  the  bill;  but 
Americans  in  the  following  years  were  frequently  to  turn  back  to  this 
statement  to  ponder  over  its  wisdom.  The  points  the  economists  stressed 
were  the  following:  (1)  An  increase  in  duties  was  calculated  to  raise 
prices  for  the  consuming  public;  for  high  tariff  duties  encouraged  wasteful 
concerns  and  unnecessary  industries  to  continue  in  operation.  (2)  A  high 
tariff  limited  the  export  of  both  agricultural  and  manufactured  goods  by 
the  restrictions  it  placed  on  foreign  trade.  (3)  Protection  was  incapable 
of  helping  agricultural  producers  because  their  surpluses  flowed  into  the 
world  market  and  helped  to  fix  the  world  price.  (4)  A  high  tariff  was 
bound  to  affect  adversely  American  investments  abroad  and  prevent  the 
payment  by  debtor  nations  of  interest  and  principal  on  loans  made  by 
Americans.  (5)  Reprisals  by  foreign  nations  were  inevitable.  (This  last 
turned  out  to  be  no  idle  prophecy.  Before  1931  was  over,  at  least  twenty- 
five  countries  had  made  extensive  tariff  revisions  or  had  increased  specific 
duties,  or  were  threatening  to  do  one  or  the  other.  In  almost  every  im- 
portant case,  justification  was  based  on  the  action  of  the  United  States. ) 
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FOREIGN  TRADE 

Within  the  inelastic  economic  arrangement  of  the  tariff  system  the 
foreign  trade  of  the  United  States  nevertheless  had  undergone  marked 
changes.  These  characteristics  are  to  be  noted:  (1)  There  had  been  a 
perceptible  decline  in  the  proportion  of  the  country's  movable  goods  that 
entered  into  export  channels.  (2)  There  had  been  a  relative  decline  in 
the  part  played  by  imports  so  that  after  the  1870's,  the  United  States  con- 
tinued to  produce  a  favorable  balance  in  its  direct  trade.  (3)  There  had 
been  marked  changes  in  the  kinds  of  goods  Americans  exported  and  im- 
ported, 

Thus,  in  connection  with  the  first  point,  as  a  result  of  the  constant 
expansion  of  the  domestic  market  the  proportion  of  American  goods  ex- 
ported declined  from  12.8  per  cent  in  1899  to  9.7  per  cent  in  1914  and 
9.8  per  cent  in  1929.  In  connection  with  the  second  point,  the  excess  of 
exports  over  imports  was  as  follows:  1901-5  (yearly  average),  $482  mil- 
lion; 1906-10,  $434  million;  1911-15,  $659  million;  1921-25,  $947  million; 
1926-30,  $744  million. 

This  situation  produced  an  extraordinary  result.  Up  to  the  outbreak 
of  the  First  World  War  the  United  States  had  been  a  debtor  nation;  that 
is,  it  owed  more  to  foreign  investors  than  foreigners  owed  it  on  account  of 
American  investments  overseas.  Thus  a  favorable  commodity  balance 
was  necessary  in  order  to  make  possible  payment  of  interest  to  foreign 
investors.  But  after  the  First  World  War  the  situation  had  been  reversed: 
the  United  States  had  become  a  creditor  nation.  The  requirements  of  a 
sound  foreign-trade  policy  called  for  the  gradual  appearance  of  an  "un- 
favorable" commodity  balance.  Such  had  been  the  history  of  England's 
foreign  trade  as  early  as  the  1850?s;  and  of  France's  and  Germany's  even 
before  the  end  of  the  nineteenth  century.  Not  so  in  the  case  of  the  United 
States;  it  continued  to  export  goods  as  well  as  capital  Put  simply— and 
this  describes  exactly  the  experiences  of  the  1920's— the  United  States 
proceeded  to  finance  the  purchase  by  foreigners  of  American  products. 
When  the  depression  of  1930  set  in  and  foreigners  began  defaulting  on 
their  American  obligations,  American  export  trade  collapsed.  Once  again, 
the  United  States  had  tried  to  have  its  cake  and  eat  it  too,  but  this  time 
it  had  failed. 

Before  the  turn  of  the  twentieth  century,  the  United  States  exported 
agricultural  products  largely  and  imported  vast  quantities  of  manufac- 
tured and  semimanufactured  goods.  By  the  opening  of  the  First  World 
War  the  export  of  nonagricultural  products  had  caught  up  with  the  prod- 
ucts of  the  farm  and  the  plantation;  by  the  1920's  manufactured  goods 
had  outdistanced  agricultural  products.  The  result  was  that  the  United 
States  was  more  and  more  exporting  manufactured  wares  and  importing 
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foodstuffs  and  raw  materials.  The  percentages  in  Table  19  reveal  the  sig- 
nificant changes  that  were  taking  place  over  but  three  decades'  time, 

TABLE  19 

Exports  of  Merchandise  by  Groups,  1896-1930 
(Percentages  of  totals;  yearly  averages) 


Tears 

Agricultural 
Products 

Nonagricultural 
Products 

1896-1900 
1911-1915 
1916-1920 
1921-1925 
1926-1930 

66.2 
49.7 
42.1 
46.2 
36.1 

33.8 
50.3 
57.9 
53.8 
63.9 

Up  to  1900,  the  United  States  relied  mainly  on  the  export  of  cotton, 
wheat,  and  meat  products  to  balance  American  international  payments; 
three  decades  later,  while  raw  cotton  still  headed  the  list,  its  role  was 
relatively  minor.  Wheat  exports  had  become  unimportant;  beef  products 
had  virtually  disappeared.  Table  20  indicates  the  ten  leading  exports  of 
United  States  merchandise,  the  figures  being  the  annual  average  for 
1926-30. 

TABLE  20 

Leading  United  States  Exports,  1926-30 


1.    Cotton,  unmanufactured 

$765,700,000 

2.   Petroleum  and  products 

524,400,000 

3.    Machinery,  incl  office  appliances 

492,600,000 

4.   Automobiles,  parts  and  accessories 

405,100,000 

5.   Wheat,  incl  flour 

230,600,000 

6.   Iron  and  steel  products 

170,700,000 

7,   Tobacco,  unmanufactured 

144,500,000 

8.   Chemicals 

137,400,000 

9.   Fruits  and  nuts 

122,200,000 

10.   Corn 

59,800,000 

The  part  played  by  the  leading  agricultural  exports  should  be  set  off 
against  the  total  value  of  the  export  trade,  which  was  $4.777  billion  as  the 
annual  average  for  the  years  1926-30. 

THE  QUESTION  OF  ECONOMIC  ISOLATION 

An  interesting  question  arises  at  this  point:  If  rarely  more  than  10  per 
cent  of  its  total  production  was  exported  annually,  was  the  United  States 
not  capable  of  economic  isolation?  Nothing  was  farther  from  the  truth. 
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In  fact,  many  key  American  industries  were  vitally  linked  with  the  world 
market.  Undoubtedly  the  United  States  could  feed  and  clothe  its  people 
from  its  own  natural  resources;  but  it  could  not  find  employment  for  its 
whole  labor  force  if  production  was  to  be  restricted  entirely  to  the  do- 
mestic requirement.  How  closely  many  of  American  industries  were 
dependent  upon  foreign  outlets  the  following  figures  show— they  are 
percentages  of  total  product  exported  in  1929:  tobacco  leaf,  41.2;  cotton, 
54.8;  refined  copper,  36.2;  printing  and  bookbinding  machinery,  27.6; 
office  appliances,  00.2;  agricultural  implements  and  machinery,  25.1;  auto- 
mobiles, 12,9. 

Who  bought  American  goods?  No  longer  Europe,  as  had  been  the  case 
in  the  second  half  of  the  nineteenth  century,  but  the  countries  of  the 
Western  Hemisphere  and  Asia.  Cotton,  grains,  and  meatstufls  still  moved 
to  European  countries;  but  American  manufactured  ware  went  to  the 
other  areas  of  the  world.  Table  21  shows  the  changes  that  took  place  in 
the  American  markets. 

TABLE  21 

Geographic  Distribution  of  Export  Trade,  1896-1930 
(Percentages  of  totals;  yearly  averages) 


Regions 

1896-1900 

1921-1925 

1926-1930 

Canada  and  Newfoundland 

6.9 

14.3 

17.4 

Latin  North  America 

5.6 

10.1 

8.4 

South  America 

3.1 

6.8 

9.4 

Europe 

76.7 

52.7 

46.8 

Asia 

3.9 

11.3 

12.0 

Oceania 

2.3 

3.2 

3.7 

Africa 

1.5 

1,6 

2.3 

What  did  Americans  buy?  Table  22  indicates  the  character  of  the  goods 
the  United  States  imported  over  the  period  under  examination.  ( It  is  to 
be  observed  that  in  the  categories  "semimanufactures"  and  "finished 
manufactures,"  copper,  newsprint,  and  vegetable  oils  bulked  large  in  the 
postwar  years,  while  they  were  insignificant  at  the  turn  of  the  century. ) 

TABLE  22 

Imports  of  Merchandise  by  Groups,  1896-1930 
(Percentages  of  totals;  yearly  averages) 


"Years 

Crude 
Materials 

Crude 
Foodstuffs 

Manu- 
factured 
Foodstuffs 

Semimanu- 
factures 

Finished 
Manu- 
factures 

1896-1900 
1921-1925 
1926-1930 

29.5 
37.4 
36.8 

15.1 
11.1 
12.6 

15.9 
13.0 
9.9 

13.3 
17.6 
18.9 

26.2 
20.9 
21.9 
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While  Americans  liked  to  believe  they  were  a  self-contained  nation— 
and  much  of  the  isolationism  of  the  postwar  years  was  founded  on  this 
assumption— American  industry  in  reality  depended  upon  many  imported 
articles  not  merely  for  its  continued  prosperity  but  often  for  its  very 
existence.  Thus  in  the  manufacture  of  steel  alone,  the  United  States  im- 
ported some  forty  different  commodities  from  more  than  fifty  countries. 
Manganese,  employed  in  the  manufacture  of  high  tensile  steel,  came  from 
Russia,  Brazil,  the  Gold  Coast,  and  India;  for  the  domestic  output  sup- 
plied but  one-tenth  of  the  country's  annual  needs.  Furthermore,  all  the 
country's  nickel  had  to  be  imported  (from  Canada);  all  her  tin  (from 
the  Malay  Peninsula,  the  Netherlands  East  Indies,  and  Bolivia);  much 
of  her  iron  ore  (from  Cuba,  Sweden,  Spain,  and  North  Africa);  and 
considerable  parts  of  her  antimony,  pyrites,  asbestos,  ferrosilicon,  asphalt, 
bauxite,  and  graphite.  Her  silk  imports  (from  Japan  and  China)  kept  the 
wheels  of  a  great  domestic  industry  going;  combing,  clothing,  and  carpet 
wools  (from  Argentina,  New  Zealand,  and  Australia)  were  needed  to 
supplement  domestic  supplies.  Long-staple  cotton  came  from  Egypt; 
newsprint  and  wood  pulp  from  Canada;  crude  rubber  from  the  Malay 
Peninsula  and  the  Netherlands  East  Indies;  burlap  from  India;  furs  from 
Russia,  Germany,  and  Australia;  palm  oil  from  British  West  Africa;  and 
copra  from  the  South  Seas.  All  these,  it  should  be  noted,  were  necessary 
for  America's  industrial  plant;  they  do  not  include  imported  foodstuffs 
like  coffee,  tea,  cocoa,  fruits,  and  spices,  which,  in  time  of  national  crisis, 
could  be  dispensed  with. 

As  was  to  be  expected  in  view  of  America's  increasing  importation  of 
raw  materials,  the  sources  of  its  foreign-bought  commodities  changed 
markedly  over  the  thirty  years  under  examination.  How  little  the  United 
States  turned  to  Europe  for  its  requirements  is  revealed  sharply  in 
Table  23. 

TABLE  23 

Geographic  Distribution  of  Import  Trade,  1896-1930 
(Percentages  of  totals;  yearly  averages) 

Regions  1896-1900       1921-1925         1926-1930 


Canada  and  Newfoundland 

5.0 

11.5 

11.9 

Latin  North  America 

10.3 

14.9 

11.4 

South  America 

13.2 

12.2 

13.5 

Europe 
Asia 

52.6 
146 

30.4 

27.3 

29.9 
29,7 

Oceania 

3.1  - 

1.6 

1.3 

Africa 

1.3 

2,1 

2.3 
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THE  NATURE  OF  EARLY  ECONOMIC  IMPERIALISM 

Overseas  expansion  and  the  establishment  of  economic  stakes  in  new 
lands  are  not  modern-day  inventions.  In  the  very  early  days  of  the  Com- 
mercial Revolution  and  the  dawn  of  modern  capitalism— as  far  back  as 
the  thirteenth  and  fourteenth  centuries—the  great  Italian  city-states  of 
Venice  and  Genoa  laid  out  empires  over  the  sea  which  were  worked  for 
their  basic  raw  materials  and  into  which  surplus  funds  poured  for  invest- 
ment. The  opening  up  of  the  Western  Hemisphere  by  Spain,  Portugal, 
France,  and  Great  Britain  continued  the  process.  But  in  the  public  policy 
they  developed  as  regards  overseas  colonial  dominions  (notably  in  the 
sixteenth,  seventeenth,  and  eighteenth  centuries)  there  were  unique 
features  which  differentiate  that  policy  from  the  public  policy  of  the  late 
nineteenth  and  early  twentieth  centuries.  The  first  was  called  Mercan- 
tilism; the  second  has  been  called  Imperialism. 

The  mercantilism  of  England  and  France,  the  most  successful  overseas ' 
powers  in  the  Western  world,  possessed  these  distinctive  attributes.  ( 1 ) 
Mother  country  and  colonies  were  joined  together  in  a  closed  economic 
system,  with  the  metropolis— London  in  one  case,  Paris  in  the  other— at 
the  center.  Foreigners  were  excluded  from  colonial  trade  and  investment, 
so  that  all  the  goods  and  capital  destined  for  the  English  plantations  in 
North  America  or  for  New  France  had  to  flow  from  the  mother  country 
alone.  (2)  The  colonial  establishments  were  expected  to  complement  the 
economy  of  the  mother  countries.  Colonies  were  to  concentrate  on  the 
production  of  basic  raw  materials— minerals  and  metals,  wood  products, 
agricultural  staples,  furs  and  hides— which  the  mother  countries  needed 
to  round  out  their  own  production  or  which  could  be  worked  up  in  the 
metropolises  for  sale  in  Europe.  Thus,  American  tobacco  leaf  moved 
exclusively  to  England  and  Scotland,  where  it  was  manufactured  into 
the  snuff  and  smoking  tobacco  that  the  European  countries  bought.  (3) 
Just  as  colonial  exports  were  monopolized,  so  were  colonial  imports.  By 
decrees,  regulations,  and  other  restrictions,  every  effort  was  made  to 
prevent  the  establishment  of  manufacturing  industries  of  a  secondary 
degree  in  the  overseas  possessions.  Iron  forges  and  furnaces,  shipyards 
and  lumber  mills,  yes;  but  no  iron  works,  rope  works,  textile  industries, 
or  boot-and-shoe  and  hat  shops.  The  goods  from  such  activities  the  mother 
country  alone  was  to  produce.  Therefore,  there  steadily  moved  from  Lon- 
don to  the  plantations  overseas  growing  quantities  of  drygoods,  hard- 
ware, notions,  house  furnishings,  and  clothing.  Within  this  closed 
economic  system  the  metropolitan,  or  mercantilist,  economies  could  be 
self-contained. 

This  closed  system  found  its  justification  to  a  large  degree  in  the  finan- 
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cial  theory  of  mercantilism.  Mercantilists  argued  that  the  well-being  of 
a  country  was  directly  linked  with  a  favorable  balance  of  trade;  that  is 
to  say,  that  a  people  continued  solvent  only  so  long  as  it  was  able  to  export 
more  than  it  imported.  Balances  were  to  be  paid  in  specie;  and  the  storing 
up  of  a  growing  money  hoard  represented  the  wealth  of  a  nation.  What 
was  true  of  the  relations  with  foreign  countries  was  considered  equally 
true  of  the  relations  with  the  colonies.  This  theory  had  interesting  effects: 
it  drained  the  colonies  of  their  hard  money  (which  they  had  to  use  to 
balance  their  payments  with  the  metropolis )  and  it  compelled  the  colonies 
to  be  dependent  upon  the  metropolis  for  their  capital  requirements.  The 
hard-money  drain  affected  prices  in  the  colonies  adversely  and  prevented 
the  establishment  of  banking  institutions,  while  dependence  upon  the 
metropolis  for  capital  limited  investments  largely  to  those  areas  of  pro- 
duction which  served  the  needs  of  the  mother  country. 

It  was  against  these  limitations  that  the  American  colonies  rose  up: 
first  by  smuggling  and  other  efforts  to  break  out  of  the  confines  of  the 
closed  system;  then  by  revolution  itself.  During  the  second  half  of  the 
eighteenth  century  and  the  first  half  of  the  nineteenth  century,  the  dis- 
mantling of  the  mercantilist  system  took  place.  By  1850,  certainly  as  far 
as  England  was  concerned,  the  principles  of  laissez  faire  and  an  inter- 
national division  of  labor  were  at  the  basis  of  public  policy:  No  interfer- 
ence with  business  anywhere;  and  the  free  movement  of  goods  and 
capital  aU  over  the  world  following  the  law  of  comparative  advantage. 
So  far  did  the  English  push  these  ideas  that  they  abolished  the  monopoly 
privileges  of  their  merchant  marine,  removed  all  export  and  import  duties, 
lost  interest  in  further  colonial  expansion  (up  to  the  last  quarter  of  the 
nineteenth  century,  at  any  rate),  granted  some  of  their  colonies  increasing 
autonomy,  and  allowed  bankers  to  invest  surplus  funds  wherever  high 
returns  might  be  had. 

LATER  ECONOMIC  IMPERIALISM 

The  fourth  quarter  of  the  nineteenth  century  saw  a  modification  of 
these  ideas.  Colonies  once  more  came  to  be  regarded  as  important— as 
much  for  political,  military,  and  naval  reasons  as  for  economic  ones.  The 
rise  of  Germany  on  the  European  continent  and  efforts  to  create  a  bal- 
ance of  power  through  overseas  strength  were  as  much  at  the  heart  of 
English  and  French  imperialism  as  the  requirements  of  foreign  trade  and 
financial  investment. 

The  imperialism  of  roughly  1875-1940— the  imperialism  of  colonies, 
spheres  of  influences,  and  protectorates-had  these  specific  political-eco- 
nomic characteristics:  Outposts  were  necessary  in  which  to  establish 
coaling  and  naval  repair  stations  and  from  which  to  guard  vital  sea  lanes 
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(Gibraltar,  Suez,  Singapore,  etc,).  Overseas  establishments  were  impor- 
tant because  of  the  existence  of  unique  and  limited  raw  materials  (vege- 
table oils  in  West  Africa,  tin  in  Malaya,  quinine  in  the  Netherlands  East 
Indies,  etc.).  Into  the  new  colonies,  spheres  of  influence,  and  protectorates 
could  move  the  surplus  savings  for  investment  for  which  opportunities  in 
the  mother  countries  were  beginning  to  dwindle.  Into  them  also  could 
move,  not  so  much  surplus  populations,  but  those  members  of  the  middle 
class  whose  training  and  skills  were  not  badly  needed  at  hoine-the  engi- 
neers, managers,  civil  servants,  and  army  officers.  In  other  words,  for 
talent  not  otherwise  employable,  careers  were  open  in  the  exploitation  of 
backward  regions, 

This  modern-day  imperialism  was  sharply  unlike  the  older  mercantilism 
in  one  way:  it  was  not  based  on  a  closed  system.  American  capital  had 
just  as  much  chance  in  Canada  as  did  English  capital.  Australians  and 
Jamaicans  were  not  compelled  to  trade  with  the  United  Kingdom  exclu- 
sively. But  in  another  way  the  new  system  was  not  unlike  mercantilism: 
the  colonial  establishments  were  maintained  for  the  benefit  of  the  mother 
country.  That  is,  standards  of  living,  particularly  in  those  regions  where 
there  were  large  native  populations  (Africa,  Asia),  were  kept  at  low 
levels,  while  the  fruits  and  profits  of  investment  flowed  overseas  to  the 
mother  countries.  If  one  were  to  seek  distinguishing  and  unique  attributes 
of  this  imperialism,  they  would  probably  be  these:  the  investment  of 
surplus  funds,  or  capital,  in  backward  regions  where  political  controls 
were  achievable  (through  outright  possession,  protectorates,  treaties, 
extraterritoriality);  the  investment  of  these  funds  in  properties  which  the 
Europeans  themselves  controlled  and  managed;  and  the  operation  of  these 
properties  on  the  basis  of  the  forced  or  cheap  labor  of  native  peoples. 
Such  properties  were  notably  plantations,  mines,  railroads,  and  factories 
for  the  production  of  basic  commodities.  Again,  these  properties  were 
direct  investments,  as  they  are  called,  as  opposed  to  portfolio  investments. 
(The  distinction  between  the  two  will  become  clearer  as  we  analyze 
the  American  experiences.) 

AMERICA  AND  ECONOMIC  IMPERIALISM 

To  what  extent  was  American  policy  imperialistic,  as  were  the  policies 
of  England,  France,  and  Germany,  beginning  with  the  last  quarter  of  the 
nineteenth  century?  In  terms  of  our  definition,  it  is  hard  to  call  the  United 
States  an  imperialist  nation.  True,  the  United  States  had  expanded  south 
into  the  Caribbean  and  westward  into  the  Pacific  Ocean.  From  1898  to 
1930,  Latin  America  south  of  the  Rio  Grande  and  up  to  the  Canal  had 
largely  become  an  American  protectorate.  In  the  interests  of  maintaining 
the  Monroe  Doctrine  and  for  the  purpose  of  protecting  the  sea  approaches 
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to  the  Panana  Canal,  the  United  States,  under  the  leadership  of  President 
Theodore  Roosevelt,  had  promulgated  the  so-called  Roosevelt  Corollary 
to  the  Monroe  Doctrine.  This  had  made  the  United  States  the  sole  guar- 
dian over  the  peace  and  stability  of  countries  like  Cuba,  Panama,  Haiti, 
the  Dominican  Republic,  and  Nicaragua;  indirectly  it  had  interfered  in 
their  domestic  politics  as  well.  The  Roosevelt  Corollary  was  bad  doctrine 
because  it  failed  to  recognize  the  equal  rights  of  Latin  America  in  the 
upholding  of  the  Monroe  Doctrine;  it  was  indefensible  because  it  did  lead 
to  a  certain  amount  of  economic  exploitation  of  the  countries  in  the  Carib- 
bean region.  Its  only  justification  was  that  it  was  founded  on  military 
necessity;  for  the  control  of  the  area  around  the  Panama  Canal  by  any 
power  hostile  to  the  United  States,  foreign  or  local,  threatened  its  ex- 
istence. 

The  same  was  largely  true  of  the  expansion  of  the  United  States  into 
the  Pacific.  Again  it  was  not  so  much  a  case  of  economic  necessity  as  of 
the  requirements  of  military  realism.  America  faced  on  two  oceans  and 
needed  a  powerful  fleet  to  patrol  both.  Such  a  fleet  in  the  Pacific  (where 
it  did  not  have  a  strong  friend  like  Great  Britain  to  give  it  aid)  required 
coaling  and  repair  stations,  as  well  as  outposts  from  which  hostile  move- 
ments might  be  detected.  Admiral  Mahan,  as  much  the  father  of  American 
policy  in  the  Pacific  as  any  other  single  person,  had  pointed  out  in  the 
early  1890's  the  necessity  for  being  on  guard  against  the  ambitions  of 
Japan.  True,  the  United  States  had  acquired  Hawaii  because  the  economic 
pressures  of  west-coast  sugar-refining  interests  had  played  their  part;  but 
possession  of  Hawaii,  and  more  particularly  possession  of  the  Philippine 
Islands,  fitted  into  the  larger  policy  of  Mahan  and  Roosevelt  and  Hay  and 
Root.  It  was  a  commitment  that  few  Americans  rejected.  Indeed  if  the 
United  States  may  be  said  to  have  adhered  consistently  to  a  single  policy 
in  its  international  relations,  certainly  since  the  1890's,  it  was  this  double- 
barreled  one  that  called  for  the  defense  of  the  Caribbean  and  the  Western 
Pacific  for  military  more  than  for  economic  reasons, 

The  economic  position  of  the  United  States  vis-a-vis  its  overseas  com- 
mitments needs  further  exploration.  This  important  fact  must  be  kept  in 
mind:  The  United  States,  unlike  England,  France,  Germany,  and  Holland 
—the  great  European  imperialist  Powers— was  still  a  growing  country; 
great  opportunities  for  the  conversion  of  savings  into  investments  at  home 
in  the  United  States  continued  to  exist.  So  much  was  this  the  case  that 
up  to  1915  America  was  still  a  debtor  nation.  That  is,  American  savings 
were  not  enough  for  all  domestic  requirements,  so  that  foreign  invest- 
ments were  welcomed  in  sizable  quantities.  Indeed,  foreigners  had  larger 
financial  stakes  in  the  United  States  up  to  1915  than  Americans  had  in 
foreign  lands. 

Proof  of  America's  capacity  to  expand  abounded  on  every  side.  It  was 
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rebuilding  its  steel  industry  at  the  turn  of  the  twentieth  century.  And  up 
to  the  opening  of  the  1930's  municipal  transportation  and  other  public 
works,  hydroelectric  power,  the  automobile,  the  motion  pictures,  the 
radio,  the  chemical  industries,  highway  construction,  and  commercial  and 
industrial  building  continued  to  absorb  the  greater  part  of  American 
surplus  funds.  This  was  not  true  of  the  European  nations;  they  had 
matured;  and  they  needed  foreign  outlets  for  their  savings  for  their  very 
survival.  The  contrast  can  be  put  sharply  and  simply:  during  the  1920's, 
roughly  from  one-fourth  to  one-third  of  English  savings  went  out  of  that 
country  every  year  for  foreign  investment.  During  the  same  decade,  only 
about  one-twentieth  of  American  savings  every  year  had  to  seek  foreign 
investment.  In  1924,  for  example,  33  per  cent  of  all  of  the  English  savings 
went  abroad,  and  in  1929,  22  per  cent.  For  the  United  States,  for  the  years 
1922-28,  the  annual  average  of  foreign  investments  was  5.5  per  cent  of 
savings. 

In  the  second  place,  only  a  small  part  of  American  overseas  investments 
went  into  the  backward  regions  of  the  world.  Thus  American  investments 
were  not  exploitative  in  the  sense  in  which  European  investments  were. 
Of  the  $16  billion  of  American  private  investments  abroad  at  the  end  of 
the  1920's,  $4  billion  were  in  Canada  and  $5  billion  were  in  Europe.  The 
figures  in  Table  24  are  illuminating.  They  represent  the  American  finan- 
cial interest  in  (1)  a  group  of  countries  where  political  pressures  and 
interference  with  local  policies  would  have  been  impossible,  and  (2)  a 
group  of  countries  where  what  may  be  called  imperialist-exploitative 
potentialities  existed.  It  will  be  observed  that  the  totals  are  broken  down 
into  "direct  investments"  and  "portfolio  investments."  By  "direct  invest- 
ments" is  meant  American  ownership  and/or  control  over  the  business 
policies  of  foreign  factories,  mines,  branch  banks,  sales  agencies,  and  the 
like.  By  "portfolio  investments"  is  meant  American  ownership,  without 
control  over  policies,  of  foreign  stocks  and  bonds  of  both  a  public  and  a 
private  character.  The  terms  "mature  countries"  and  "immature  countries" 
are  not  used  invidiously  but  simply  to  characterize  the  lack  of  possibility 
or  the  possibility  of  American  interference  or  exploitation. 

Attention  is  called  to  the  comparatively  small  American  financial  stake 
in  those  regions  where  American  political  policy  has  been  most  aggres- 
sive: Nicaragua,  Haiti,  the  Dominican  Republic,  Panama,  and  the  Philip- 
pine Islands.  Cuba  is  an  exception;  and  even  there  the  prominence  o£ 
American  capital  was  largely  due  to  the  great  expansion  of  the  sugar 
industry  in  the  1920's. 

In  the  third  place,  American  portfolio  investments  were  greater  than 
the  direct  investments;  and  this  was  the  reverse  of  the  experiences  of  the 
European  powers.  At  the  end  of  1930,  of  the  total  of  $16,104,700,000  of 
American  private  investments  abroad,  $7,866,000,000  were  in  direct  in- 
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TABLE  24 

American  Private  Investments  Abroad  at  the  End  of  1930 
(Figures  in  millions  of  dollars) 

Area  Direct  Portfolio  Total 


MATURE  COUNTRIES 

Canada 

2,048.8 

1,892.9 

3,941.7 

Mexico 

694.8 

115.8 

810.6 

Argentina 

358.5 

449.3 

807.8 

Brazil 

210.1 

346.8 

556.9 

Chile 

440.8 

260.1 

700.9 

Germany 

244.0 

1,177.0 

1,421.0 

Great  Britain 

497.3 

143.6 

640.9 

Italy 

121.2 

280.0 

401.2 

Japan 

61.5 

383.2 

446.7 

IMMATURE  COUNTRIES 

Cuba 

935.7 

130.8 

1,066.5 

Dominican  Rep. 

69.8 

17.4 

87.2 

Haiti 

15.2 

13.3 

28.5 

Nicaragua 

13.0 

13.0 

Panama 

28.7 

17.8 

46.5 

China 

129.8 

46.0 

175,8 

Persia 

1.0 

1.0 

Philippine  Is. 

81.4 

84.8 

166.2 

vestments.  Because  such  a  large  part  of  the  investments  was  in  portfolio 
securities  Americans  were  at  the  mercy  of  foreign  law  codes  and  courts 
as  far  as  security  or  redress  was  concerned.  Equally  true  was  the  fact 
that  the  relatively  slight  importance  of  direct  investments  prevented 
direct  American  intervention  in  labor  markets  and  labor  standards  abroad. 
The  result  was  that  the  United  States  large  portfolio  investments  helped 
the  national,  provincial,  and  local  governments  to  raise  living  standards 
rather  than  the  reverse.  Foreign  health,  education,  and  public-works 
authorities  were  able  to  make  use  of  American  funds  to  maintain  their 
activities. 

In  the  fourth  place,  there  was  a  touch  of  adventurism  about  much  of 
American  investing,  notably  in  the  years  1923-30.  Because  of  a  bull  market 
at  home  and  a  lack  of  responsibility  on  the  part  of  some  of  America's 
investment  bankers  ( due  to  naivete  and  ignorance  as  much  as  to  anything 
else),  unsound  foreign  loans  were  floated  in  the  American  money  market, 
which  the  too  gullible  American  investing  public  took  up  without  careful 
scrutiny.  Americans  were  persuaded  to  buy—and  they  bought  willingly— 
the  dollar  bonds  of  Poland,  Bolivia,  and  Italian  cities,  and  the  securities 
of  European  manipulators  and  cheats  like  Krueger,  without  responsibility 
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or  investigation.  Naturally,  the  value  of  these  securities  vanished  like  the 
snows  of  yesteryear  when  the  depression  of  1930  set  in. 


THE  PROBLEMS  OF  ECONOMIC  EXPANSION  OVERSEAS 

What  may  we  conclude?  This  observation  is  just:  that  neither  the 
American  government  nor  the  American  public,  in  the  large,  looked  upon 
economic-imperialist  policies  and  programs  as  a  major  attribute  of  Amer- 
ican international  interests.  To  this  extent  the  United  States  was  not 
imperialistically-minded,  as  the  important  European  nations  and  their 
peoples  were.  Many  Americans  still  felt  that  just  as  politically  they  were 
able  to  exercise  free  choices  in  international  commitments,  so  they  were 
also  free  as  far  as  economic  necessities  were  concerned. 

All  this  is  not  to  say,  however,  that  the  horizons  of  many  American 
economic  interests  had  not  widened  immensely.  Particularly  after  the  end 
of  the  First  World  War.  This  was  notably  true  of  those  great  American 
industries  that  were  dependent  upon  foreign  regions  for  basic  raw  mate- 
rials; of  those  of  its  manufacturing  corporations  that,  because  of  mass- 
production  methods,  were  eager  to  develop  foreign  outlets  for  surplus 
American  industrial  products;  and  of  those  investment  bankers  who 
looked  to  the  financing  of  foreign  securities  in  the  American  money  market 
for  promotional  profits. 

At  the  end  of  the  1920's,  therefore,  certain  American  commitments  in 
foreign  policy  were  fixed,  and  certain  ones  were  still  in  fluid  form.  In  these 
latter  a  fair  amount  of  interest  centered  and  discussion  and  debate  took 
place.  The  outstanding  subjects  still  open  were  the  following: 

1.  What  was  to  be  the  tariff  policy  of  the  United  States?  Those  who 
adhered  to  a  "nationalist"  view  were  quite  willing  to  shut  out  the  wares 
of  other  peoples.  Those  who  adhered  to  an  "internationalist"  view  saw 
that  an  open  exchange  of  goods  was  necessary  to  permit  foreign  debtors 
to  pay  interest  and  principal  on  the  loans  America  had  made  to  them  out 
of  savings.  Thus,  this  latter  group  had  no  great  objection  to  America's 
becoming  an  importer  of  foodstuffs  and  raw  materials  and  an  exporter  o£ 
manufactured  goods  and  surplus  capital.  The  bearing  of  this  difference 
of  opinion  on  the  state  of  American  agriculture  is  plain.  The  nationalists 
were  prepared  to  save  agriculture  at  almost  any  cost,  subsidy  and  a  heavy 
burden  on  the  American  consuming  public  being  held  a  small  price.  The 
internationalists  were  less  concerned  about  the  claims  of  domestic  farmers. 
England,  in  1846,  had  been  confronted  by  a  similar  choice,  and  when  she 
repealed  her  Corn  Laws  she  chose  the  side  of  internationalism. 

2.  What  was  to  be  America's  final  attitude  toward  affiliation  with  the 
League  of  Nations  and  the  World  Court?  The  nationalists  were  suspicious 
of  Europe  and  refused  to  regard  the  question  of  European  security  as 
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their  concern.  The  internationalists  argued  that  only  through  the  main- 
tenance of  peace  In  every  corner  of  the  globe,  particularly  in  Europe, 
could  the  delicate  mechanism  of  the  American  economy  keep  its  equi- 
poise. 

3.  What  was  the  United  States  to  do  about  the  inter-Allied  debts?  The 
nationalists  demanded  payment.  The  internationalists  were  willing  to  talk 
reduction  or  cancellation  because  they  felt  that  these  debts  stood  in  the 
way  of  further  financial  operations  overseas  on  our  part. 

4.  To  what  extent  might  American  investors  abroad  expect  govern- 
mental assistance,  when  their  bonds  or  physical  properties  were  jeopar- 
dized, or  government  co-operation  in  finding  new  fields  for  investment? 
The  nationalists  said  Never,  the  internationalists  were  not  unaware  of  the 
fact  that  sooner  or  later  government  and  bankers  must  come  to  an  under- 
standing, as  had  been  and  still  was  the  case  in  European  countries.  In 
fact,  in  France  and  England  after  the  war,  the  money  markets,  as  far  as 
foreign  loans  were  concerned,  had  virtually  become  the  annexes  of  the 
ministries  for  foreign  affairs.  This  was  not  cynicism  or  mammonism  but 
one  of  the  realities  that  a  creditor  nation  had  to  face. 


EXTENT  OF  AMERICAN  INTERESTS  IN  WORLD  ECONOMY 

Such  were  the  many  perplexities  confronting  the  thoughtful  American 
of  the  1920's  when  he  turned  his  attention  to  his  country's  international 
position.  The  country's  surpluses  of  goods  and  saved  capital  changed  the 
whole  national  economy.  Before  the  First  World  War,  as  noted  above, 
the  United  States  had  been  a  debtor  nation,  exporting  largely  agricultural 
products  to  meet  the  charges  on  foreign  financial  obligations;  after  the 
war  the  United  States  became  a  creditor  nation,  exporting  manufactured 
goods  and  capital  and  with  the  favorable  balances  extending  its  economic 
stake  overseas.  Indeed  it  may  be  said  that  an  important  key  to  the  pros- 
perity of  the  1920's  was  to  be  found  exactly  at  this  point.  The  United 
States  had,  in  its  foreign  trade,  a  heavy  commodity  balance  in  its  favor. 
On  the  one  hand,  to  permit  foreign  nations  to  pay  their  balances,  it 
extended  them  credits;  and  on  the  other,  it  bought  from  them  their 
physical  properties—their  manufacturing  plants,  plantations,  mines,  pub- 
lic-utility concessions,  and  the  like.  When  foreign  peoples  no  longer  could 
continue  paying  the  services  on  the  loans  made  them,  American  com- 
modity exports  declined—and  depression  then  set  in  in  the  American 
industrial  sector. 

The  salient  features  of  the  situation  may  be  recapitulated.  Although, 
on  the  basis  of  visible  items,  the  international  payments  of  the  United 
States  left  the  country  each  year  in  possession  of  a  favorable  balance,  the 
United  States  was  actually  a  debtor  nation  until  the  outbreak  of  the  First 
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World  War.  The  invisible  items  in  its  foreign  transactions  came  to  more 
than  a  half -billion  dollars  a  year  (average)  over  the  eighteen  years  from 
1896  to  1914.  Over  these  eighteen  years  the  outward  flow  of  goods,  specie, 
and  services  added  up  to  some  $32  billion,  while  the  flow  inward  totaled 
considerably  more  than  $33  billion;  and  this  amount  was  added  to  the 
investments  that  foreigners  had  accumulated  in  American  enterprises. 
At  the  turn  of  the  century  such  investments  totaled  $3.33  billion.  By  the 
middle  of  1914  these  holdings  of  foreigners  amounted  to  $7  billion.  Of 
course,  in  the  same  period,  American  capital  had  penetrated  into  Canada, 
Mexico,  and  the  Caribbean  lands,  and  these  foreign  interests  of  Americans 
were  worth  in  the  neighborhood  of  $3.5  billion.  But  when  all  transactions 
were  balanced,  the  United  States  was  still  heavily  a  debtor  nation  in  1914. 
Table  25  presents  this  situation  in  exact  form.  Assets  represent  American 
investments  overseas;  liabilities  represent  foreign  investments  in  the 
United  States. 

TABLE  25 

Prewar  Private  Balance  Sheet  of  the  United  States,  1897-1914 
(Figures  in  millions  of  dollars) 


Items 

1897 
(Dec.  31) 

1908 
(Dec.  31) 

1914 
(Julyl) 

ASSETS 

Portfolio  investments 
Direct  investments 

Total  assets 

LIABILITIES 

Portfolio  investments 
Direct  investments 
Short-term  credits 

Total  liabilities 

NET  LIABILITIES 

50 

635 

886 
1,639 

862 
2,652 

685 

2,525 

3,514 

j     3,145 
250 

6,000 
400 

5,410 
1,310 
450 

3,395 

6,400 

7,200 

2,710 

3,875 

3,686 

All  this  the  war  changed.  The  end  of  the  war  period  saw  Europe  deeply 
in  America's  debt;  and  the  subsequent  years  saw  that  debt  steadily  mount- 
ing. A  series  of  circumstances  contributed  to  the  change  in  the  balance 
of  American  international  payments:  exports,  particularly  of  manufac- 
tured goods,  increased  greatly;  the  revival  of  the  American  merchant 
marine  reduced  freight  payments  to  foreign  carriers;  the  restriction  on 
foreign  immigration  began  to  cut  heavily  into  immigrants'  remittances; 
Europe  began  to  pay  Americans  interest  charges,  instead  of  the  reverse. 
In  the  transactions  of  the  war  years  alone,  191448a  the  United  States 
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favorable  balance  was  almost  $8.5  billion;  in  each  subsequent  year  until 
1930  the  balance  in  America's  favor  was  fully  $1  billion  annually.  Indeed, 
at  the  end  of  1930,  because  there  were  no  real  offsets  to  counterbalance 
American  export  surpluses  and  the  interest  payments  due,  the  rest  of  the 
world  was  in  the  debt  of  the  United  States  to  the  amount  of  $16  billion, 
which  took  the  form  of  private  long-term  American  investments  abroad 
in  government  loans  and  physical  properties.  Table  26  presents  this 
situation. 

TABLE  26 

Postwar  Private  Balance  Sheet  of  the  United  States,  1919-29 
(Figures  in  millions  of  dollars) 


Items 

1919 

(Dec.  31) 

1924 
(Dec.  81) 

1929 
(Dec.  SI) 

ASSETS 

Portfolio  investments 
Direct  investments 
Short-term  credits 

Total  assets 

LIABILITIES 

Portfolio  investments 
Direct  investments 
Sequestered  properties 
Short-term  credits 

Total  liabilities 

NET  ASSETS 

2,576 
3,880 
500 

4,565 
5,389 
800 

7,839 
7,553 
1,617 

6,956 

10,754 

17,009 

1,623 
900 
662 
800 

1,883 
975 
277 
909 

4,304 
1,400 
150 
3,077 

3,985 

4,044 

8,931 

2,971 

6,710 

8,078 

This  then,  is  what  happened  to  the  many  billions  of  dollars  making  up 
America's  favorable  trade  balances,  particularly  in  the  years  following 
1914.  The  capital  was  left  abroad:  to  help  finance  the  Allied  cause;  to 
rehabilitate  the  currency  systems  of  Germany,  France,  and  Italy;  to  main- 
tain the  Weimar  Republic  in  the  postwar  years;  to  build  harbors  in  Yugo- 
slavia and  strategic  military  railroads  in  Poland;  to  give  Mussolini  in  Italy 
a  chance  to  stabilize  his  position;  to  erect  American  branch  factories  in 
Canada,  Ireland,  Italy,  and  Scandinavia;  to  mine  tin  in  Bolivia;  to  drill 
oil  wells  in  Mexico,  Venezuela,  and  Iraq;  to  lay  out  rubber  plantations  in 
the  Netherlands  East  Indies,  banana  plantations  in  Central  America,  and 
sugar  plantations  in  Cuba.  Thus  the  surplus  products  of  the  American 
farms,  mines,  and  factories  took  Americans  far  afield  and  bound  American 
destinies  in  a  thousand  and  one  intimate  ties  with  the  political  stability 
of  Latin  America,  Asia,  and  postwar  Europe. 
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At  the  end  of  1930,  according  to  the  Bureau  of  Foreign  and  Domestic 
Commerce,  American  private  long-term  investments  abroad  amounted 
roughly  to  $16  billion.  Of  this,  a  little  less  than  half  represented  direct 
investments;  and  a  little  more  than  half,  portfolio  investments.  Table  27 
shows  the  distribution  of  these  various  forms  of  investment,  classified 
according  to  principal  world  areas. 

TABLE  27 

Geographic  Distribution  of  American  Private  Overseas  Investments,  1930 
( Figures  in  millions  of  dollars ) 


Area 

Direct 

Portfolio 

Total 

Canada 

2,048.8 

1,892.0 

3,941.7 

Mexico,  Caribbean,  and  Central  America 

2,002.9 

562.0 

2,564.9 

South  America 

1,631.0 

1,410.9 

3,041.9 

Europe 

1,468.6 

3,460.6 

4,929.2 

Asia  and  the  Pacific 

599.4 

909.8 

1,509.2 

Africa 

115.3 

2.5 

117.8 

Totals 

7,866.0 

8,238.7 

16,104.7 

In  summary,  one  may  say  that  this  single  fact  is  of  the  utmost  signifi- 
cance to  an  understanding  of  America's  world  position  in  the  postwar  era: 
these  extraordinary  capital  operations  were  not  an  ephemeral  phenome- 
non which  grew  out  of  the  unprecedented  prosperity  of  the  decade  of  the 
20's.  They  had  become  a  permanent  characteristic  of  the  American  econ- 
omy, as  inexorable  in  their  ebb  and  flow  as  the  tides.  Indeed,  after  World 
War  II,  it  was  becoming  increasingly  evident  that  to  a  very  large  degree 
the  free  world  could  not  survive  unless  Americans  were  prepared  to  pour 
large  funds  abroad  for  rehabilitation,  reconstruction,  and  new  additions 
to  capital  plant. 
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REVULSION  AGAINST  PROGRESSIVISM 

THE  1920's,  American  political  lif e  was  characterized  by  a 
repudiation  of  the  idea  that  democratic  government  had  significant 
positive  functions.  Instead,  Andrew  Carnegie's  philosophy  prevailed:  the 
best  minds  had  more  important  concerns  than  politics  and  government. 
Conversely,  government  should  leave  the  best  minds  alone.  The  election 
of  1920  had  been  symptomatic.  A  convention  controlled  by  old-line  sen- 
ators and  political  bosses  chose  as  candidate  Warren  G.  Harding,  whose 
chief  claim  to  votes  was  the  offer  of  a  respite  from  the  need  to  face  prob- 
lems domestic  or  international.  For  the  American  electorate-deemed  to 
crave  that  return  to  "normalcy"  which  Harding  had  promised^ 

Warren  Gamaliel  Harding  had  been  born  in  Ohio  in  1865.  In  Marion, 
a  community  of  some  30,000  souls,  he  had  become  the  proprietor  of  the 
daily  Star,  and  had  collected  local  items,  written  editorials,  and  solicited 
advertising  and  job  printing.  He  prospered,  and  before  long  was  a  mem- 
ber of  the  little  local  group  of  select  persons  who  controlled  the  town 
banks,  public  utilities,  churches,  and  philanthropies.  He  became  a  follower 
in  Senator  Foraker's  train,  was  prominent  in  state  election  contests  and 
went  to  the  state  senate  during  1900  to  1904,  becoming  its  presiding 
officer  as  lieutenant-governor  during  1904-6.  Once  he  ran  for  governor, 
but  he  was  defeated.  In  1914,  he  went  to  the  United  States  Senate;  in 
1916,  he  was  chosen  permanent  chairman  of  the  Republican  National 
Convention.  As  a  senator,  Harding's  record  was  negligible:  he  made 
speeches  for  his  constituents  to  read,  and  he  voted  at  the  direction  of  the 
party  whips.  In  the  words  of  William  Allen  White:  "He  was  a  voice 
through  which  the  Republican  organization  spoke.  In  Ohio,  it  was  the 
Ohio  gang;  in  the  country,  the  Republican  National  Committee.'7 

yPresident  Harding  surrounded  himself  by  a  Cabinet  that  both  cheered 
and  dismayed  the  elder  statesmen  of  his  party.  The  State  portfolio  went 
to  Charles  E.  Hughes;  the  Treasury  office  to  Andrew  W.  Mellon,  wealthy 
banker  of  Pittsburgh;  the  Commerce  Department  to  Herbert  Hoover, 
who  had  been  Wilson's  Food  Administrator  and  who  had  later  been  in 
charge  of  American  relief  work  in  EuropelThe  chairman  of  the  Republi- 
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can  National  Committee,  Will  H.  Hays  of  Indiana,  was  made  Postmaster 
General.  Albert  B.  Fall  of  New  Mexico,  who  as  a  senator  had  bitterly 
fought  the  Wilson  Mexican  policy  and  was  openly  friendly  with  the 
country's  large  oil  interests,  was  made  Secretary  of  the  Interior.  Harry  M. 
Daugherty  of  Ohio,  director  of  the  President's  preconvention  campaign, 
was  placed  in  charge  of  the  Department  of  Justice.  To  the  other  Cabinet 
posts  men  as  undistinguished  as  these  last  three  were  appointed. 

Harding's  conception  of  the  Presidency  was  a  modest  one.  He  was  to 
be  a  spokesman  for  policies  determined  by  others;  the  bearer  of  olive 
branches;  and  the  guest  of  honor  at  conferences,  the  laying  of  corner- 
stones, and  the  opening  of  public  buildings.  Hughes  was  the  Secretary  of 
State;  he  was  therefore  the  person  to  handle  foreign  affairs.  Mellon  was 
Secretary  of  the  Treasury:  he  could  be  trusted  to  evolve  public  finance 
policies.  Hoover  was  the  Secretary  of  Commerce:  problems  that  con- 
cerned the  world  of  business  were  to  have  his  thought  and  planning.  Over 
these  mighty  ones  Harding  presided  only  in  name.  Further,  Harding's 
ultimate  loyalties  were  not  to  the  traditions  of  the  American  government 
but  to  his  party,  not  to  the  American  people  but  to  his  small  coterie  of 
Ohio  friends.  He  remained  the  Ohio  politician  to  the  end,  regarding  pub- 
lic office  as  the  just  reward  of  his  followers  and  public  possessions  as  the 
spoils  that  had  fallen  to  the  victors.  It  is  not  unjust  to  measure  Harding's 
stature  by  the  persons  with  whom  he  associated  himself.  And  how  thor- 
oughly weary  of  moral  earnestness  the  American  public  had  grown  may 
be  seen  in  its  attitude  toward  the  scandals  which  made  the  Harding 
administration  a  byword] 

^Thefrauds  in  the  Veterans'  Bureau  and  the  Departments  of  the  Interior 
and  ofjustice  were  particularly  noisome.  The  Veterans'  Bureau  affair  led 
straight  to  its  director,  Charles  R.  Forbes,  who  was  found,  by  a  Senate 
investigating  committee,  to  have  been  guilty  of  reckless  waste,  miscon- 
duct, and  dishonesty  in  the  handling  of  construction  contracts  and  the 
purchase  of  supplies.  In  1925,  a  federal  court  declared  Forbes,  who  had 
been  driven  out  of  office  early  in  1923,  to  be  guilty  of  taking  part  in  a 
conspiracy  to  loot  the  Veterans'  Bureau. 

.The  disgraces  involving  the  Department  of  Justice  directly  implicated 
Attorney  General  Daugherty.  A  Senate  investigating  committee,  headed 
by  Smith  Brookhart  of  Iowa,  found  a  trail  of  illegal  withdrawals  of  alco- 
hol, of  suddenly  enriched  persons  (Daugherty  not  the  least  among  them), 
and  of  criminal  neglect  of  duty.  Daugherty  was  asked  to  resign  later  in 
March,  1924,  by  President  Coolidge  on  the  technical  charge  of  refusing 
to  open  his  department  affairs  to  Senator  Brookhart  and  his  colleagues. 
One  of  Daugherty's  friends,  Thomas  W.  Miller,  who  occupied  the  post 
of  Alien  Property  Custodian,  was  dismissed  from  office  and  in  1927  was 
found  guilty  of  conspiring  to  defraud  the  government  in  the  transactions 
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arising  from  the  sale  of  the  assets  of  the  American  Metal  Company,  an 
alien  enemy  concern.  Miller  was  sentenced  to  a  term  in  prison.  Daugherty 
was  tried  on  the  same  charge  but  the  jury  could  arrive  at  no  decision. 

The  taint  of  oil  besmirched  the  Departments  of  the  Navy  and  the 
Interior.  In  1912  and  1915  respectively,  Presidents  Taft  and  Wilson  had 
set  aside  rich  and  extensive  naval  oil  reserves  at  Elk  Hills,  California,  and 
Teapot  Dome,  Wyoming.  By  an  executive  order  in  May,  1921,  which 
Harding  signed  and  which  had  the  approval  of  Secretary  of  the  Navy 
Denby,  the  administration  of  these  naval  reserves  was  transferred  from 
the  navy  to  the  Interior  Department  and  fell  into  the  hands  of  Albert  B. 
Fall.  Fall  set  to  work  at  once  to  enrich  his  friends  E.  M.  Doheny  and 
Harry  F.  Sinclair.  On  April  7,  1922,  secretly,  and  without  troubling  to 
obtain  other  bids,  Fall  leased  the  Teapot  Dome  Reserve  to  Sinclair; 
and  on  April  25,  1922,  by  one  agreement,  and  on  December  11,  1922, 
by  another,  Secretary  Fall  leased  the  whole  Elk  Hill  Reserve  to  Doheny. 
In  botltJeases,  the  interests  of  the  government  were  very  inadequately 
protected^ 

The  secrecy  attending  the  leases  and  the  sudden  wealth  of  Fall,  who 
was  known  to  have  been  in  financial  straits,  led  to  a  Senate  committee 
investigation.  Under  the  able  direction  of  Senator  Thomas  J.  Walsh  of 
Montana,  the  unsavory  details  of  the  affair  were  gradually  disclosed.  It 
was  found  that  Sinclair  had  made  a  number  of  heavy  contributions  to  the 
Republican  campaign  fund,  that  he  had  personally  befriended  Fall,  and 
had  showered  him  with  gifts;  that  Doheny  had  made  a  "loan"  of  $100,000 
to  Fall  without  security  or  interest;  that  Fall  had  gone  to  considerable 
pains  to  conceal  the  fact  that  this  large  sum  of  money  had  been  borrowed 
from  the  oil  magnate,  evolving  a  number  of  fanciful  tales  to  account  for 
the  money  in  his  possession.  The  final  results  of  the  scandal  were  the 
following:  Denby  and  Fall  resigned  their  Cabinet  offices;  government 
civil  suits  to  recapture  the  oil  reserves  were  ultimately  crowned  with 
success  in  1927,  when  the  Supreme  Court  ordered  them  returned  to  the 
government  and  branded  Sinclair  and  Fall  as  being  guilty  of  "fraud,  con- 
spiracy, and  corruption";  Fall  was  found  guilty,  in  1929,  of  accepting  a 
bribe  from  Doheny  and  was  sentenced  to  pay  a  fine  of  $100,000  and  to 
serve  a  year's  jail  sentence.  The  major  actors  in  the  drama,  that  is  to  say, 
Sinclair  and  Doheny,  were  acquitted  in  a  criminal  prosecution  for  con- 
spiracy, although  Sinclair  was  subsequently  compelled  to  serve  a  short 
prison  term  at  Washington  for  being  in  contempt  of  the  Senate  and  for 
hiring  private  operatives  to  shadow  members  of  the  jury  sitting  on  his 


details  of  these  crimes  became  public  Harding  died,  August 
2,  192Olad  he  lived  it  is  difficult  to  see  how  he  and  his  party  could  have 
escaped  responsibility  for  them.  As  it  turned  out,  the  new  President, 
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Calvin  Coolidge,  with  the  friendly  aid  of  the  conservative  press,  so  skill- 
fully belittled  or  ignored  the  scandals  that  less  onus  was  placed  upon  the 
shoulders  of  the  wrong-doers  than  upon  those  who  had  exposed  the  whole 
dirty  business.! 

THE  ADMINISTRATIONS  OF  CALVIN  COOLIDGE 

Such  an  unworthy  attitude  on  the  part  of  the  press  was  symptomatic 
of  that  conservative  trend  which  had  set  in  with  the  oncoming  of  the  war 
and  which  was  in  full  swing  in  1919.  In  that  year,  a  little  known,  cautious 
party  servant,  Calvin  Coolidge  by  name,  had  become  governor  of  Massa- 
chusetts, It  turned  out  that  by  a  series  of  fortuitous  circumstances  he  was 
destined  to  be  the  chief  beneficiary  and  darling  of  reaction.  The  first 
circumstance  occurred  in  September,  1919,  when  the  Boston  police  force, 
suffering  under  the  weight  of  low  salaries  and  heavy  occupational  ex- 
penses, sought  to  ameliorate  its  condition  by  organizing.  Instead  of  form- 
ing the  customary  benevolent  society,  the  policemen  applied  for  a  trade- 
union  charter  to  the  American  Federation  of  Labor  and  obtained  it.  The 
refusal  of  the  police  commissioner  to  treat  with  his  men  and  his  dismissal 
of  their  leaders  precipitated  a  crisis,  with  the  result  that  on  September  9 
the  greater  part  of  Boston's  uniformed  force  went  out  on  strike.  Not  a 
little  disorder  followed.  The  very  next  day  the  mayor  moved  to  take  the 
situation  in  hand  by  calling  out  on  police  duty  those  companies  of  the 
Massachusetts  militia  stationed  in  the  city.  By  the  morning  of  September 
11,  order  had  been  restored.  It  was  not  until  that  afternoon  that  Governor 
Coolidge  who  had  refused  to  intercede  with  the  commissioner  and  who 
had  rejected  the  mayor's  request  for  militiamen  when  the  strike  threat- 
ened, appeared  on  the  scene.  He  assumed  control;  poured  into  Boston 
militia  units  from  other  parts  of  the  state;  and  sent  to  President  Gompers 
of  the  American  Federation  of  Labor  a  tart  telegram  in  which  he  declared: 
"There  is  no  right  to  strike  against  the  public  safety  by  anybody,  any- 
where, any  time."  Friends  of  "law  and  order"  had  found  their  man.  They 
rushed  to  hail  Coolidge's  action  as  the  courageous  deed  of  a  cool  public 
servant;  he  was  re-elected  governor  of  Massachusetts  by  a  great  plurality; 
his  name  was  prominently  mentioned  during  the  deliberations  of  the 
Republican  convention  of  1920;  and  he  was  nominated  for  the  Vice- 
Presidency  almost  by  acclamation. 

And  then,  in  August,  1923,  came  Harding's  death— a  second  fortunate 
circumstance  for  Coolidge.  There  followed  the  era  of  frenzied,  specula- 
tive prosperity  which  roughly  coincided  with  the  years  of  his  Presidency. 
This  prosperity  the  respectable  magazines,  newspapers,  and  radio  com- 
mentators—in short,  nearly  all  the  f ormulators  of  public  opinion— taught 
the  country  to  regard  as  somehow  being,  if  not  exactly  his  work,  certainly 
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in  large  measure  the  result  of  his  policy  of  hands-off  as  far  as  business 
was  concerned. 

Although  the  President  did  suffer  a  number  of  rebuffs  at  the  hands  of 
Congress  his  strength  was  not  seriously  impaired.  When  the  Republican 
convention  met  at  Cleveland  on  June  10,  1924,  Calvin  Coolidge,  though 
having  held  office  but  ten  months,  was  almost  the  unanimous  choice  of 
his  party.  On  the  first  ballot  he  received  1,065  votes  as  against  34  votes  for 
LaFollette  and  10  votes  for  Johnson.  For  the  Vice-Presidency,  General 
Charles  G.  Dawes  of  Chicago  was  named  after  Lowden  had  refused  the 

nomination.  The  Republican 
party  platform  was  frankly ji 
conservative  document,  jjj 
pledged  its  standard-bearers 
to  a  program  of  rigid  govern- 
mental economy;  championed 
progressive  tax  reduction;  fa- 
vored American  membership 
in  the  World  Court;  contin- 
ued to  regard  with  hostility 
entry  into  the  League  of  Na- 
tions; and  promised  contin- 
ued support  to  the  principles 
of  high  protectionism^ 

The  Democrats  assembled 
on  June  24  at  New  York  and 
sat  almost  continuously  until 
July  10.  A  serious  disagree- 
ment broke  out  among  the 
members  over  a  resolution 
calling  for  the  denunciation 
of  the  Ku  Klux  Klan  by  name. 
After  a  prolonged  debate  the 
resolution  was  lost,  the  vote 
standing  541.85  for  naming 

the  Han  and  546 .15  against  naming  it.  The  accepted  platform  spoke  of  a 
scientific  tariff  and  tax  reduction;  stressed  the  need  for  honesty  in  govern- 
ment; promised  farm  relief  without  committing  the  party  to  a  definite 
program;  declared  in  favor  of  a  readjustment  of  railroad  rates  to  give 
agricultural,  coal,  and  ore  shippers  lower  tariffs;  and  favored  government 
ownership  and  operation  of  a  merchant  marine  and  immediate  independ- 
ence for  the  Philippine  Islands.  The  Democrats  spoke  of  their  confidence 
"in  the  ideal  of  world  peace,  the  League  of  Nations,  and  the  World  Court 
of  Justice  as  together  constituting  the  supreme  effort  of  the  statesmanship 
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and  religious  conviction  of  our  time  to  organize  the  world  for  peace." 
They,  however,  recommended  that  the  question  of  joining  the  League  be 
submitted  to  a  popular  referendum.  The  platform  also  supported  col- 
lective bargaining  and  the  child-labor  amendment.  As  for  the  Ku  Klux 
Klan,  the  platform  said  merely:  "We  insist  at  all  times  upon  obedience 
to  the  orderly  processes  of  the  law  and  deplore  and  condemn  any  effort 
to  arouse  religious  or  racial  dissension." 

On  June  30  the  balloting  commenced,  with  McAdoo  of  California  and 
Governor  Alfred  E.  Smith  of  New  York  leading  contestants  and,  inci- 
dentally, the  chiefs  of  those  two  groups  that  had  struggled  so  bitterly 
over  the  naming  of  the  Klan  in  the  platform.  Supporting  McAdoo  were 
the  rural,  dry,  evangelical  Protestant  Democrats  of  the  South  and  the 
West;  clustering  about  the  standard  of  Smith  were  the  Democrats  of  the 
great  city  machines,  who  had  many  Catholics  and  Jews  in  their  ranks, 
who  were  hostile  to  the  18th  Amendment,  and  who  saw  that  the  Negroes 
of  the  North  were  a  great  political  force  to  be  reckoned  with  and  to  be 
won  over  to  the  Democracy,  if  possible.  An  impassable  gulf  separated 
these  two  factions.  Finally,  after  other  efforts  to  make  possible  the  with- 
drawal of  the  chief  contenders  had  failed,  it  was  announced  on  July  8 
that  Smith  was  prepared  to  release  his  candidates  if  McAdoo  was. 
McAdoo's  reply  that  he  would  let  his  followers  decide  for  themselves  was 
regarded  as  tantamount  to  acceptance,  and  on  the  one  hundred  and  third 
ballot,  John  W.  Davis  of  West  Virginia  and  New  York  was  nominated. 
With  him  was  named  Governor  Charles  W.  Bryan  of  Nebraska,  the  Com- 
moner's brother. 

Despite  the  conservatism  of  the  candidates  and  platforms  of  the  two 
parties,  Progressivism  was  by  no  means  dead  in  1924.  The  fact  is,  insur- 
gent Republicans  had  held  the  balance  of  power  in  the  politically  close 
68th  Congress,  elected  in  1922.  The  Republicans  had  been  nominally  in 
control,  but  in  the  Republican  majority  in  the  Senate  there  were  five 
Republican  senators,  headed  by  LaFollette,  who  were  consistently  at  odds 
with  their  party's  chiefs;  and  these  formed  a  bloc  which,  by  combining 
with  the  Democrats,  was  able  to  frustrate  Secretary  of  the  Treasury  Mel- 
Ion's  tax  plan  and  other  Republican  party  measures.  In  the  House,  the 
situation  was  largely  the  same.  There  was  a  strong  possibility  that  this 
disaffected  Republican  group  would  join  hands  with  a  powerful  labor 
body,  which,  at  last,  was  ready  to  try  its  independent  fortune  at  the  polls. 
And  so  it  turned  out  to  be. 

Reference  has  been  made  to  the  Farmer-Labor  party  in  the  election  of 
1920.  By  1924,  it  had  largely  disintegrated.  But  there  had  appeared  in  its 
place  the  Conference  for  Progressive  Political  Action,  backed  by  the 
powerful  railroad  brotherhoods.  Here  was  a  labor  movement  that  held 
in  it  the  promise  of  political  success:  it  represented  organized  labor,  was 
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right  wing  in  its  tendencies,  and  was  not  likely  to  permit  itself  to  be  in- 
volved in  the  sort  of  factional  disputes  which  had  rent  the  Socialist  party. 
The  Conference  for  Progressive  Political  Action  originally  met  in  Febru- 
ary, 1922;  and  on  July  4,  1924,  it  offered  its  nomination  to  Senator 
LaFollette  on  his  own  platform. 

LaFollette  accepted,  helped  choose  as  his  running  mate  Senator  Burton 
K.  Wheeler  of  Montana  (who  was  a  Democrat),  and  wrote  a  platform 
which  gained  the  endorsement,  at  the  same  time,  of  the  Socialist  party 
and  the  executive  council  of  the  American  Federation  of  Labor.  This, 
then,  was  the  first  Presidential  campaign  in  which  organized  labor  had 
formally  taken  part  and  in  which  Socialists,  middle-class  intellectuals, 
farmers,  and  organized  workers  were  to  fight  under  the  same  banner. 
LaFollette's  platform  was  directed  largely  at  monopoly,  that  same  mo- 
nopoly which  had  been  troubling  the  agrarian  West  for  the  last  half- 
century.  The  platform  went  on  to  promise  the  cleaning  out  of  official 
corruption;  the  return  of  the  naval  oil  reserves;  public  ownership  of 
waterpower;  the  fixing  of  railroad  rates  on  the  basis  of  prudent  invest- 
ment; public  ownership  of  railroads  as  the  only  solution  to  the  transporta- 
tion problem;  tax  reduction  for  moderate  incomes  only;  abolition  of  the 
right  of  the  Supreme  Court  to  nullify  acts  of  Congress;  popular  election 
of  the  federal  judiciary;  tariff  revision  downward;  prohibition  of  gambling 
in  agricultural  futures;  reconstruction  of  the  Federal  Reserve  Board  and 
the  Federal  Farm  Loan  Board  to  provide  real  public  control  of  the  na- 
tion's financial  credit  facilities;  adequate  laws  to  guarantee  to  fanners  and 
industrial  workers  the  right  to  organize  and  bargain  collectively;  the  use 
of  a  popular  referendum  when  war  threatened;  revision  of  the  Treaty  of 
Versailles;  the  outlawing  of  war,  the  abolition  of  conscription,  and  the  re- 
duction of  armaments.  LaFollette  ran  under  various  party  designations; 
but  in  no  states,  outside  of  Wisconsin,  North  Dakota,  and  Minnesota,  did 
he  have  state  organizations  of  any  value  to  help  him. 

Despite  LaFollette's  presence  in  the  campaign  and  the  uncertainty  at- 
tending the  three-cornered  contest,  only  51.1  per  cent  of  the  eligible  voters 
went  to  the  polls.  Coolidge's  majority  over  his  two  rivals  was  an  impres- 
sive one.  His  popular  vote  was  15,725,000,  against  8,386,500  for  Davis,  and 
4,822,900  for  LaFollette,  who  won  13  electoral  votes.  Coolidge  secured 
382,  Davis  136.  Davis'  vote  came  from  the  Solid  South  and  Oklahoma; 
LaFollette's  from  his  native  Wisconsin.  In  the  Congressional  elections, 
the  Republican  triumph  was  sufficiently  great  to  insure  that  in  the 
69th  Congress  the  insurgents  would  no  longer  hold  the  balance  of  power. 

President  Coolidge's  good  fortune  did  not  desert  him  during  the  full 
term  of  his  second  administration.  The  country's  phenomenal  prosperity 
continued;  business  had  the  encouraging  support  of  the  administration's 
officers.  Secretaries  Mellon  and  Hoover  in  particular;  industrial  conflicts, 
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except  for  a  series  of  strikes  in  the  anthracite  and  bituminous  coal  fields, 
were  few  and  unimportant;  and  peace  and  plenty  reigned  over  the  land. 
The  President  continued  to  receive  the  applause  of  large  business  groups 
because  of  the  energy  with  which  he  promoted  trie  policies  of  which  they 
approved  and  frowned  upon  those  they  disapproved. 

On  August  2,  1927,  four  years  after  he  had  become  chief  executive  of 
the  United  States,  Coolidge  fluttered  the  political  dovecotes  by  issuing  a 
cryptic  statement  to  the  press  which  read,  in  its  entirety,  as  follows:  "I  do 
not  choose  to  run  for  President  in  1928."  Coolidge  refused  to  amplify  his 
message  or  to  deny  the  report  of  his  more  zealous  followers  that  he  would 
make  the  canvass  if  drafted  by  the  Republican  convention.  His  continued 
silence  kept  the  important  delegations  from  New  York,  Massachusetts,  and 
Pennsylvania  unpledged  and  prevented  the  growth  of  booms  for  Lowden 
and  Dawes,  both  of  whom  had  expressed  themselves  in  favor  of  farm-relief 
legislation  and  both  of  whom,  therefore,  Coolidge  regarded  as  unfriendly 
to  the  policies  of  his  administration.  It  began  to  become  increasingly  ap- 
parent that  Secretary  of  Commerce  Hoover  was  being  groomed  as  the 
heir-apparent  of  the  administration. 

The  readers  of  portents  were  not  to  be  mistaken.  The  Republican  con- 
vention assembled  at  Kansas  City  on  June  12  and,  although  Lowden  had 
shown  considerable  preconvention  strength,  Hoover  met  with  little  organ- 
ized opposition,  He  received  the  nomination  on  the  first  ballot,  as  did 
Senator  Charles  Curtis  of  Kansas  for  the  Vice-Presidency.  The  Democrats 
met  at  Houston,  Texas,  on  June  27,  with  Claude  G.  Bowers  delivering  the 
keynote  address.  Governor  Alfred  E.  Smith's  strength,  despite  the  animosi- 
ties that  had  been  revealed  at  the  1924  convention,  had  been  steadily 
growing  over  the  four  years,  with  the  result  that  objection  to  his  choice 
was  slight.  He  was  named  on  the  first  ballot  and  Senator  Joseph  T.  Robin- 
son of  Arkansas  was  nominated  to  make  the  contest  with  him. 

The  campaign  of  1928  presented  many  curious  anomalies.  For  one, 
there  was  little  to  choose  between  the  platforms  of  the  two  parties.  The 
Republican  campaign  document  praised  the  achievements  of  the  Coolidge 
administrations,  lauded  protectionism,  and  approved  the  Department  of 
State's  foreign  policies  with  respect  to  Mexico,  Nicaragua,  China,  and  the 
League  of  Nations.  With  regard  to  agriculture,  the  Republicans  gave  their 
approval  to  none  of  the  Congressional  panaceas  for  farm  relief;  as  for  Pro- 
hibition, they  promised  merely  continued  "vigorous  enforcement."  The 
Democrats,  in  their  turn,  avoided  major  issues  quite  as  successfully.  Al- 
though Coolidge's  do-nothing  policy  for  agriculture  was  bitterly  arraigned, 
no  definite  program  was  advanced  as  a  promised  cure.  The  Democrats 
also  pledged  themselves  to  enforce  the  18th  Amendment.  The  tariff  ques- 
tion was  straddled,  the  platform  speaking  of  a  tariff  program  that  would 
"maintain  legitimate  business  and  a  high  standard  of  wages"  and  that 
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would  impose  duties  to  "permit  effective  competition"  and  Insure  against 
monopoly." 

If  the  dissimilarities  between  the  two  party  platforms  seemed  negligible, 
the  Republican  and  Democratic  standard-bearers  appeared  to  be  as  far 
apart  as  the  poles.  However,  what  seemed  to  be  striking  disparities  re- 
solved themselves  into  only  superficial  differences:  on  the  points  of  heri- 
tage, training,  and  career,  the  two  men  furnished  interesting  contrasts; 
with  regard  to  their  social  and  economic  views,  there  was  in  reality  little 
to  choose  between  them.  Both  had  come  from  humble  origins,  Hoover 
having  been  born  on  an  Iowa  farm  and  Smith  in  New  York  City's  slums. 
But  from  birth  onward,  their  paths  had  stretched  in  different  directions. 

Hoover,  orphaned  in  child- 
hood and  befriended  by  well- 
to-do  relatives,  had  studied 
engineering  at  Stanford  Uni- 
versity and  then,  during  his 
early  manhood,  had  quickly 
accumulated  a  fortune  as  a 
mining  and  railroad  expert 
and  promoter.  His  work  had 
taken  him  into  obscure  by- 
ways of  the  globe;  and,  too, 
he  was  as  much  at  home  in 
Peking,  Cape  Town,  and  Lon- 
don as  in  his  adopted  state  of 
California.  He  had  proved 
himself  to  be  a  capable  office 

Kirby  in  the  New  York  World  c]-^ef  an(J  ha(J  shown  hlS  met- 
tle as  Belgian  Relief  head, 
Food  Administrator,  Chair- 
man of  the  American  Relief  Administration,  and  Secretary  of  Commerce. 
In  all  these  posts,  Hoover  had  learned  to  give  orders;  he  had  never  been 
compelled  to  meet  stubborn  opposition  or  to  reconcile  differences.  Smith, 
on  the  other  hand,  had  moved  in  a  political  environment  from  his  early 
youth.  He  had  had  little  formal  schooling,  had  worked  at  a  variety  of 
unskilled  occupations  and  then  had  become  a  Tammany  stalwart,  learn- 
ing his  statecraft  from  practical  situations  and  his  daily  intercourse  with 
his  fellow  beings.  He  had  been  showered  with  the  favors  of  his  party, 
and  at  four  different  times  had  been  elected  governor  of  New  York  State. 
He  was  a  man  of  the  cities  and  a  man  of  the  people— but  he  was  no 
proletarian  as  Debs  and  even  the  young  Bryan  had  been. 

Governor  Smith  conducted  a  gallant  fight,  and  the  outpourings  of 
crowds,  which  greeted  him  all  over  the  country,  attested  to  his  personal 
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popularity.  There  were,  however,  certain  great  disabilities  he  labored 
under.  For  one  he  had  no  economic  program  of  dissent,  having  nothing  in 
particular  to  offer  labor  and  agriculture.  Again,  he  was  a  "wet"  as  far  as 
Prohibition  was  concerned,  a  position  unquestionably  abhorrent  to  the  old 
Bryan  country  of  the  South  and  West.  Further,  he  was  a  Tammanyite.  In 
the  fourth  place,  he  was  a  Roman  Catholic.  Finally,  the  golden  era  of 
prosperity  stood  in  the  way  of  a  Republican  upset,  no  matter  how  great 
the  personal  gifts  of  the  Democratic  nominee.  The  result  was,  Smith's 
presence  in  the  campaign  brought  out  the  greatest  vote  to  figure  in  an 
American  election  up  to  that  time—and  the  Democracy  suffered  its  most 
humiliating  defeat.  Smith  lost  his  own  state  of  New  York  as  well  as  the 
southern  states  of  Virginia,  North  Carolina,  Tennessee,  Florida,  and  Texas. 
He  did  not  carry  a  single  border  state.  He  almost  failed  in  Alabama.  The 
Far  West,  which  had  voted  for  Bryan  and  Wilson,  disowned  him.  His  total 
electoral  vote  was  87  and  consisted  of  only  Alabama,  Arkansas,  Georgia, 
Louisiana,  Mississippi,  and  South  Carolina  in  the  erstwhile  Solid  South 
and  the  largely  Catholic  states  of  Massachusetts  and  Rhode  Island.  But  he 
carried  the  great  cities  of  New  York,  Boston,  Cleveland,  St.  Louis,  and 
San  Francisco,  and  also  ran  well  in  Chicago,  Detroit,  and  Philadelphia. 
Hoover's  electoral  vote  was  444.  The  popular  votes  were  as  follows:  for 
Hoover,  21,392,000;  for  Smith,  15,016,000.  The  71st  Congress,  elected  at 
the  same  time,  also  was  overwhelmingly  Republican. 

THE  ENGINEER  IN  POLITICS 

Herbert  Hoover  had  carried  his  engineering  habits  into  his  business  life 
with  great  success.  He  was  to  bring  these  same  views  over  into  politics, 
and  their  lack  of  success  in  this  sphere  was  at  once  to  become  apparent. 
[He  was  a  firm  believer  in  American  industrialism  and  the  opponent  of  any 
sort  of  political  or  social  change  that  might,  even  remotely,  smack  of  so- 
cialism. Out  of  economic  views  such  as  these,  the  political  opinions  inevi- 
tably stemmed:  if  mankind  was  guided  by  an  enlightened  self-interest,  if 
the  processes  of  the  economic  life  could  be  plainly  charted  and  their  future 
just  as  plainly  predicted,  if,  in  short,  society  was  rational,  then  there  was 
no  place  in  it  for  the  arts  of  accommodation.  The  facts  always  pointed  to 
irrefragable  conclusions:  all  one  need  to  do  was  collect  the  data,  and  opin- 
ions—based on  prejudice,  cupidity,  fear— could  be  at  once  relegated  to  the 
realm  of  the  irrational  where  they  properly  belonged.  Government,  there- 
fore, was  not  a  matter  of  give-and-take,  of  compromise,  reconciliation, 
bargaining:  government  was  one  vast  agency  for  gathering  facts  and  for 
writing  Q.E.D,  after  plainly-arrived-at  conclusions. 

Before  the  first  half  of  his  administration  was  over,  Herbert  Hoover  was 
to  taste  the  bitter  dregs  of  defeat.  Politicians  were  stubborn  in  the  face  of 
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facts  and  demanded  legislation  for  their  local  constituencies;  businessmen 
refused  to  regard  America's  economic  life  as  a  closely  integrated  whole 
and  clamored  for  support  and  tariff  protection  for  their  particular  indus- 
tries; and  the  capitalist  world  itself,  with  its  supposedly  self-adjusting  laws 
of  supply  and  demand,  simply  collapsed  in  1930  and  where  there  had  once 
been  plenty  there  was  soon  to  be  destitution  and  gaunt  poverty.  The 
world  and  men,  after  all,  were  much  more  irrational  than  Herbert  Hoover 
ever  believed  them  to  be. 

President  Hoover  met  his  first  setback  in  the  political  arena.  He  was  com- 
pelled to  give  ear  to  partisan  considerations  in  the  choice  of  his  Cabinet 
with  the  result  that  astonished  Americans  were  to  see  his  official  family 
not  made  up  of  highly  skilled  experts  but  of  Republican  party  stalwarts, 
many  of  them  previously  unknown.  The  State  Department  was  filled  by 
Henry  L.  Stimson,  the  Treasury  office  by  Andrew  W.  Mellon,  the  Labor 
office  by  James  J.  Davis.  These  names  were  familiar;  the  rest  were  not. 
The  Senate  was  openly  hostile  toward  many  of  the  Presidential  appoint- 
ments. It  rebelled,  though  unsuccessfully,  at  the  confirmation  of  Charles 
E.  Hughes  for  the  chief  justiceship  of  the  Supreme  Court;  it  refused  to 
approve  the  naming  of  John  J.  Parker,  a  'lily-white"  Republican  of  North 
Carolina,  to  the  same  tribunal;  and  it  challenged  in  the  courts  the  make-up 
of  the  Federal  Power  Commission. 

Once  more,  in  the  Hoover  administration,  Republican  insurgency  raised 
its  head.  The  insurgent  bloc,  led  in  the  Senate  by  Norris  of  Nebraska,  op- 
posed the  President  on  his  tariff,  waterpower,  and  farm-relief  programs, 
united  with  Democrats  to  override  his  vetoes,  and  made  common  cause 
with  Democratic  senators  in  the  fights  on  Hughes,  Parker,  and  many  of 
Hoover's  lesser  nominations. 

Finally,  there  came  the  stock  market  crash  of  October,  1929,  and  the 
catastrophic  economic  depression  that  set  in  with  the  beginning  of  1930. 
By  the  spring  of  1931  even  administration  spokesmen  admitted  that  the 
total  of  unemployed  in  the  country  was  in  the  neighborhood  of  6,500,000 
workers.  Bread  lines  existed  in  all  the  great  cities,  and  hundreds  of  thou- 
sands of  families  were  barely  subsisting  on  the  meager  doles  granted  them 
by  charitable  agencies.  The  steel  industry  was  operating  at  one-third  of 
capacity;  crude-oil  production  had  reached  the  lowest  point  since  1926; 
the  prices  of  copper,  silver,  cotton,  and  other  commodities  almost  daily 
touched  new  lows.  Laissez-faire  had  broken  down,  and  the  forecasts  of 
the  business  astrologers,  which  had  promised  such  happy  events  when 
Herbert  Hoover  took  the  Presidential  oath  on  March  4, 1929,  were  so  many 
meaningless  and  bitter  words  that  Americans  remembered  when  they 
turned  to  look  at  the  uninspired  man  in  the  White  House.  The  electorate 
used  the  only  means  it  had  in  its  power  to  show  a  loss  of  confidence:  in 
the  Congressional  elections  of  1930  the  American  voters  returned  the 
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House  to  Democratic  control  and  reduced  the  Republican  membership  of 
the  Senate  to  a  bare  plurality. 


COUNTERCURRENTS 

The  outcome  of  the  Presidential  elections  of  1924  and  1928  showed  how 
thorough  was  the  reaction  against  Progressivism,  Even  more  indicative 
was  the  activity  of  administrative  bodies  established  or  strengthened  under 
Progressive  auspices.  The  Federal  Trade  Commission  had  been  organized 
to  check  unfair  business  practices,  and  to  keep  Congress  and  the  public 
informed  of  methods  potentially  damaging  to  competition.  With  the  end 
of  the  Wilson  administration,  the  personnel  of  the  FTC  altered  as  terms 
expired.  Republican  Presidents  made  new  appointments;  and  as  a  result 
of  the  conservative  outlook  of  these  new  functionaries,  the  FTC  shifted 
the  focus  of  its  activities  from  protecting  competition  to  co-operating  with 
Hoover's  Commerce  Department  in  promoting  trade  associations.  The 
Commission  even  helped  those  devise  plans  for  self-regulation  in  their 
trade  practice  conferences.  The  Department  of  Justice,  which  had  the  task 
of  bringing  antitrust  cases  in  the  courts,  did  not  co-operate  with  the  Com- 
mission. It  failed  to  use  the  FTC  to  investigate  the  enforcement  of  consent 
decrees  agreed  upon  to  end  practices  declared  inequitable  under  the  anti- 
trust laws. 

Nor  did  the  judiciary  support  the  Commission  when  it  was  inclined  to 
act.  The  Supreme  Court  denied  the  FTC  access  to  past  records  ( Federal 
Trade  Commission  v.  American  Tobacco  Company  [264  U.S.  298, 1924] );  it 
also  hampered  inquiry  into  violations  of  those  sections  of  the  Clayton  Act 
which  forbade  practices  that  "lessened  competition."  The  law  instructed 
the  Commission  to  act  to  check  "unfair  competition";  but  the  Supreme 
Court,  in  an  opinion  written  by  Justice  McReynolds,  once  himself  a  prose- 
cutor of  trusts,  declared  that  it,  not  the  Commission,  was  to  determine 
which  competitive  methods  were  unfair  (Federal  Trade  Commission  v. 
Warren  Jones  and  Gratz  [253  U.S.  421,  1920]).  Trade  associations  in  in- 
dustries like  lumber,  newsprint,  farm  implements,  furniture,  bread,  and 
canned  goods  exchanged  data  on  sales,  production,  prices,  and  shipments 
in  forms  which  lent  themselves  to  price-fixing.  In  U.S.  v.  American  Col- 
umn and  Lumber  Company  (257  U.S.  377,  1921),  the  Court  banned  ex- 
change of  reports  which  could  be  used  to  set  prices.  That  precedent  was 
followed  in  1923.  In  1925,  however,  the  Court  in  effect  reversed  itself 
when  it  found  a  subtle  distinction  in  the  two  important  cases,  Maple 
Flooring  Manufacturers  Association  v.  U.  S.  (268  U.S.  563)  and  Cement 
Manufacturers  Protective  Association  v.  U.  S.  (268  U.S.  588).  Exchange 
of  information  was  declared  permissible  when  it  constituted  mere  statis- 
tics without  intent  to  agree  on  future  prices  and  production. 
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Other  regulatory  agencies  were  no  more  effectual  than  the  FTC.  The 
Esch-Cummins  Act  of  1920  had  charged  the  Interstate  Commerce  Com- 
mission with  responsibility  for  promoting  plans  of  railroad  consolidation 
which  would  further  both  efficiency  and  competition.  The  ICC  was  soon 
deprived  of  initiative  in  this  field,  for  such  consolidation  as  took  place 
occurred  not  under  its  auspices  but  indirectly  through  the  organization  of 
railroad  holding  companies.  These  could  secure  control  outside  ICC  juris- 
diction, since  its  supervision  of  the  issue  of  railroad  securities  did  not 
apply  to  holding  company  acquisition  of  railroad  stocks  and  bonds.  How 
helpless  were  bodies  like  the  Tariff  Commission  and  the  Federal  Power 
Commission  has  been  noted.  If  the  business  of  the  United  States  was  busi- 
ness, as  one  public  figure  put  it,  then  apparently  the.  business  of  govern- 
ment was  to  let  business  proceed  unhampered  by  regulation  or  inquiry 
into  its  willingness  to  maintain  a  free  market. 

Deep  though  the  revulsion  against  Progressivism  might  be,  not  all 
Americans  shared  the  prevailing  satisfaction.  Agricultural  unrest  balanced 
the  complacent  assurance  of  leaders  in  industry  and  commerce.  Troubled 
fanners  found  expression  for  their  discontents  in  such  organizations  as  the 
Non-Partisan  League  and  the  Farmer-Labor  party  of  Minnesota;  and  in 
the  activities  of  senators  like  Couzens  of  Michigan,  Walsh  and  Wheeler  of 
Montana,  Brookhart  of  Iowa,  and  older  Progressives  like  LaFollette  and 
Norris. 

As  early  as  1922,  as  has  been  seen,  a  small  group  of  senators,  mostly 
Westerners  wearing  the  Republican  label,  held  the  balance  of  power  in 
the  Upper  Chamber.  Although  they  were  demoted  from  important  com- 
mittee posts  after  the  election  of  1924— since  many  of  them  had  supported 
LaFollette— they  continued  active,  vocal,  and  skilled  in  parliamentary 
strategy.  Thus,  even  after  the  elections  of  1924  and  1928  deprived  the 
group  of  its  balance  of  power  position,  it  had  an  influence  beyond  its 
numerical  strength.  The  Progressive  bloc  crossed  party  lines  to  take  in 
Democrats  (like  Walsh  and  Wheeler),  Republicans  (like  Couzens  and 
Bronson  Cutting),  Farmer-Laborites  (like  Hendrick  Shipstead  of  Minne- 
sota), and  chronic  dissenters  (like  Norris  and  LaFollette). 

The  Senate  Progressives  pushed  farm  legislation— although  without 
avail;  but  Senator  Norris  rode  his  hobbies— public  power  development,  re- 
striction of  injunctions  in  labor  disputes,  and  ending  the  "lame  duck"  ses- 
sion between  the  November  elections  and  the  inauguration  of  the  incoming 
President  in  March— to  ultimate  victory.  However,  the  group's  chief  func- 
tion was  investigation  and  publicity;  and  the  "Sons  of  the  Wild  Jackass" 
took  over  the  part  of  Tribune  of  the  People  which  Presidents  like  Theo- 
dore Roosevelt  and  Wilson  had  once  assumed.  LaFollette  introduced  the 
resolution  for  an  inquiry  into  the  Teapot  Dome  oil  leases,  and  Walsh  car- 
ried it  through.  Senators  Brookhart  and  Wheeler  conducted 
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tion  into  the  administration  of  the  Department  of  Justice.  Senator  Norris 
used  every  weapon  in  the  political  tactician's  armory  to  prevent  the  alien- 
ation of  the  Muscle  Shoals  power  site. 

A  good  deal  of  the  effectiveness  of  the  Senate  bloc  was  rooted  in  the 
Senate  rules  which  permitted  unlimited  debate  and  gave  each  senator  the 
right  to  speak  for  an  hour  on  a  bill  even  after  two-thirds  of  the  chamber 
had  agreed  to  a  vote.  Exercise  of  that  right  near  the  end  of  a  session  could 
prevent  action  on  a  bill  opposed  by  a  few  senators,  or  be  used  as  "nuisance 
value"  in  political  trading.  As  Vice-President,  Dawes  made  this  an  issue  in 
his  inaugural  address  on  taking  the  post  of  president  of  the  Senate,  and 
he  carried  the  question  to  the  public  in  a  series  of  speeches  during  1925. 
The  Senate  had  deteriorated  since  the  introduction  of  the  direct  primary, 
Dawes  commented;  the  consequences  of  direct  election  had  been  "disas- 
trous." Dawes  won  general  attention  (as  does  any  Vice-President  who 
gives  sign  of  life)  but  he  gained  small  support  from  senators. 

Despite  Dawes  (whose  charges  were  not  true)  and  perhaps  because  of 
its  power  of  endless  debate,  the  Senate  continued  to  be  the  freest  and 
more  important  deliberative  assembly  in  the  world.  Certainly,  in  the 
1920's,  even  the  despairing— in  the  fact  of  the  universal  complacency- 
were  prepared  to  admit  that  democracy  and  mediocrity  (as  Tocqueville 
had  claimed )  were  not  necessarily  synonymous. 

FOUR  PROBLEMS  OF  THE  1920's 

Besides  the  tariff  and  agriculture,  political  issues  in  the  20*s  were  linked 
to  four  large  problems:  those  of  the  veterans,  the  future  of  government- 
owned  water  power  resources,  transportation,  and  Prohibition.  Each  of 
these  must  now  be  viewed  briefly. 

Veterans.  It  was  the  hope  of  legislators,  when  they  expanded  the  pow- 
ers of  the  Bureau  of  War  Risk  Insurance  in  1917  and  made  provision  for 
the  permanent  care  of  totally  disabled  war  veterans,  as  well  as  the  sale,  on 
easy  terms,  of  life  insurance  by  the  government  to  all  men  under  arms, 
that  scandalous  pension  agitation,  such  as  that  which  followed  the  Civil 
War,  would  be  effectively  prevented.  But  the  hope  was  illusory.  The  orig- 
inal act  had  provided  for  hospitalization  and  rehabilitation  treatment  for 
those  who  had  suffered  injuries  in  the  war;  in  addition,  all  totally  disabled 
veterans  were  to  receive  compensation  of  $30  monthly,  while  increased 
allowances  were  made  for  dependents.  But  the  compensation  provisions 
were  liberalized  in  1918  and  1919.  In  1921,  all  affairs  pertaining  to  veter- 
ans were  concentrated  in  a  single  agency  known  as  the  Veterans'  Bureau. 
In  1924,  liberalization  of  the  existing  code  was  further  extended.  The  first 
step  toward  a  civil  disability  pension  law  was  taken  in  1930,  a  brief  twelve 
years  after  the  war's  end.  The  law  provided  that  certain  nonservice  physi- 
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cal  and  mental  disabilities  from  which  war  veterans  were  suffering  on 
January  1,  1930,  were  to  be  held  as  being  of  service  origin  and  such  vet- 
erans were  to  be  compensated  by  monthly  payments  ranging  from  $12  to 
$40,  according  to  the  degree  of  disability.  Observers  quite  justly  pointed 
out  that  once  the  principle  of  pensions  for  civil  disabilities  was  accepted, 
the  grant  of  service  pensions  pure  and  simple  would  follow  as  a  matter  of 
course. 

At  the  close  of  World  War  I,  a  discharge  bonus,  totaling  in  all  $256 
million,  was  paid  to  all  service  men.  Not  content  with  this  gift,  the  friends 
of  the  veterans  pressed  for  further  grants  and  introduced  bonus  bills  in 
Congress  during  the  period  1920  to  1924.  Finally  a  bonus  bill  was  passed 
over  President  Coolidge's  veto  on  May  19, 1924.  The  law  provided  for  the 
issuance  of  adjusted  service  certificates  in  the  form  of  20-year  endowment 
policies.  Against  these  certificates  the  veterans  might  borrow  money  from 
the  government.  The  size  of  the  certificates  depended  upon  the  length  of 
service  of  their  holders,  with  $1.25  per  day  being  the  credit  for  overseas 
service  and  $1.00  per  day  the  credit  for  home  service.  Because  the  cer- 
tificates were  to  bear  compound  interest  at  4  per  cent,  their  value  at 
maturity  was  to  be,  on  an  average,  considerably  more  than  $1,000  for 
each  veteran.  In  the  winter  of  1930,  there  appeared  an  agitation  for  the 
immediate  redemption  of  these  certificates.  Against  such  a  proposal  the 
Hoover  administration  sternly  set  its  face.  Even  the  compromise  meas- 
ure—providing for  the  increase  of  the  loan  value  of  the  certificates  from 
the  then-existing  proportion  of  22M  per  cent  to  50  per  cent,  and  the  reduc- 
tion of  the  interest  charge  from  6  to  4%  per  cent-was  opposed  by  the 
President  and  the  Secretary  of  the  Treasury.  Nevertheless,  even  the  usu- 
ally compliant  House  disregarded  the  President's  wishes  and  in  February, 
1931,  Congress  passed  the  Bonus  Loan  bill  in  the  form  indicated.  The 
President  promptly  vetoed  the  measure;  in  less  than  twenty-four  hours 
both  House  and  Senate  had  overridden  the  Presidential  veto  by  record 
majorities.  In  1936,  again  over  a  Presidential  veto,  Congress  passed  a 
measure  making  the  certificates  of  1922  payable  immediately  in  negotiable 
interest-bearing  bonds  maturing  in  nine  years. 

The  Veterans'  Bureau  had  been  established  to  supervise  the  medical 
and  hospital  care  of  disabled  veterans,  provide  for  their  rehabilitation 
through  occupational  therapy,  furnish  employment,  and  administer  pay- 
ment of  compensation  and  insurance  claims.  In  1930,  a  further  step  toward 
the  centralization  of  activities  applying  to  returned  soldiers  was  taken 
with  the  consolidation  of  the  Veterans'  Bureau,  the  Pension  Bureau,  and 
the  National  Home  for  Disabled  Volunteer  Soldiers  to  form  the  single 
Administration  of  Veterans'  Affairs.  For  the  fiscal  year  ending  June  30, 
1930,  the  government  spent  close  to  half  a  billion  dollars  on  the  work  of 
the  Veterans'  Bureau,  These  were  great  sums;  they  were  to  be  exceeded 
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vastly  by  the  expenditures  of  the  Veterans'  Administration  after  World 
War  II. 

Power.  For  the  three  decades  preceding  the  outbreak  of  World  War  I 
the  two  leading  domestic  questions  which  had  engrossed  the  attention  of 
the  American  public  were  the  regulation  of  railroads  and  the  regulation  of 
large-scale  corporate  business.  The  problems  of  the  rails  and  of  corporate 
business  still  remained  vexing  ones.  To  their  company,  by  the  1920's,  was 
added  the  problem  of  power  supervision.  That  something  had  to  be  done, 
a  large  group  of  persons  was  agreed,  for  the  generation  of  electricity  for 
heat,  light,  and  power  had  become  one  of  the  most  significant  and  essential 
American  industries.  And  this  had  occurred  practically  overnight.  Thus, 
in  1902,  there  had  been  produced  by  water  power  and  by  fuel  4,768  mil- 
lion kilowatt-hours  of  electrical  energy;  by  1929,  97,352  million  kilowatt- 
hours.  In  short,  over  the  period  1902  to  1929,  the  production  of  electrical 
energy  had  increased  more  than  twentyfold.  In  1931,  the  electrical  indus- 
try, which  at  the  turn  of  the  century  was  only  in  its  infancy,  was  in  pos- 
session of  an  investment  worth  $12  billion.  Into  the  bargain,  the  industry 
was  characterized  by  holding-company  management  and  control,  as  a  re- 
sult of  which  small  groups  of  individuals— usually  associated  with  finance 
capital— were  able  to  dominate,  as  a  rule  through  minority  stock  owner- 
ship, vast  operating  properties. 

The  federal  government,  despite  the  fact  that  by  1930  from  one-tenth  to 
one-seventh  of  the  total  electric  power  being  generated  in  the  nation  was 
moving  across  state  lines  and  therefore  lay  in  that  twilight  zone  where  it 
was  amenable  to  no  controls  as  to  rates  and  services,  was  slow  to  formu- 
late any  program.  Only  in  the  case  of  waterpower  produced  on  navigable 
streams  were  some  efforts  at  regulation  made,  and  even  here  Congress  did 
not  move  until  1920.  The  Federal  Water  Power  Act  of  that  year  created 
the  Federal  Power  Commission,  which  was  to  consist  of  the  Secretaries  of 
War,  Interior,  and  Agriculture  and  which  was  to  perform  its  functions 
through  the  staffs  of  the  different  departments.1  The  Federal  Power  Com- 
mission was  invested  with  the  following  functions: 

It  was  empowered  to  issue  licenses  to  citizens  of  the  United  States  for 
the  purpose  of  "constructing,  operating,  and  maintaining  dams,  water 
conduits,  reservoirs,  power  houses,  transmission  lines,  and  other  projects 
necessary  or  convenient  for  development  and  improvement  of  navigation/' 
Such  licenses  were  to  apply  only  to  contemplated  projects  on  the  nav- 
igable waters  of  the  United  States,  the  public  lands,  and  Indian  reser- 
vations. 

It  was  to  prescribe  rules  and  regulations  governing  the  accounting 
practices  of  such  licensees;  might  examine  the  books  and  papers  of  those 

1  See  above,  p.  255. 
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companies;  and  require  the  licensees  to  submit  full  information  bearing 
on  their  assets,  capitalization,  and  the  net  investment  in  their  plants. 

Licenses  were  to  be  issued  for  a  maximum  period  of  fifty  years. 

After  the  expiration  of  a  license  the  Commission  had  the  power  of  recap- 
ture of  any  project  upon  the  payment  to  the  owner  of  the  net  investment 
in  the  property  plus  such  severance  damages  as  might  exist  (i.e.,  damages 
to  property  dependent  upon  the  project  recaptured).  If  the  Commission 
failed  to  exercise  its  rights  to  recapture,  the  licensee  might  ask  for  a  re- 
newal. 

The  Commission  was  given  the  right  to  regulate  the  rates  which  the 
licensee,  a  subsidiary  corporation,  or  any  corporation  buying  power  from 
it  charged  for  power  sold  across  interstate  or  international  boundaries.  The 
Commission,  similarly,  was  given  the  right  to  regulate  security  issues. 
The  Commission  also  was  to  have  jurisdiction  over  the  rates  and  security 
issues  of  its  licensees  in  those  states  which  had  not  yet  created  their  own 
public-utilities  commissions. 

By  1930,  it  was  apparent  that  a  Commission  made  up  of  Cabinet  officers 
was  unable  to  cope  with  the  many  and  intricate  problems  that  were  regu- 
larly coming  to  its  attention.  The  result  was  the  creation,  in  June,  1930,  of 
a  full-time  Federal  Power  Commission  to  have  the  status  of  the  Interstate 
Commerce  Commission  and  the  Federal  Trade  Commission.  This  new 
Commission  was  to  be  made  up  of  five  commissioners  to  be  named  by  the 
President  with  the  consent  of  the  Senate,  and  was  to  create  its  own 
organization. 

Between  1920  and  1930,  the  Federal  Power  Commission  licensed  449 
projects,  of  which  43  were  in  the  eastern  region  and  406  were  in  the  west- 
ern region.  The  extent  of  the  Commission's  control  over  water  power  may 
be  seen  from  the  fact  that  by  1946,  40  per  cent  of  all  the  horsepower 
capacity  of  hydrostations  in  the  country  was  under  its  supervision. 

During  the  1920?s,  the  demand  for  the  extension  of  federal  jurisdiction 
over  power  companies  grew.  If  the  Hoover  administration  was  hostile  to 
further  federal  interference,  the  proposals  for  tightening  up  the  Water 
Power  Act,  for  extending  governmental  control  over  all  power  companies, 
and  even  for  governmental  operation  of  important  waterpower  sites  were 
not  wanting  for  friends.  A  party  in  the  Senate,  headed  by  Couzens  of 
Michigan,  called  for  federal  regulation  of  all  interstate  power  corpora- 
tions, with  particular  attention  to  holding  companies.  Another  Senatorial 
party,  headed  by  Norris  of  Nebraska,  was  favorably  disposed  toward  gov- 
ernment operation  of  the  principal  sites.  The  Norris  group  made  a  test 
case  of  federal  operation  of  the  Muscle  Shoals  plant  in  Alabama  (on  the 
Tennessee  River),  and  twice,  in  1928  and  1931,  Congress  passed  resolu- 
tions providing  for  government  operation,  only  to  have  the  measures  killed 
by  the  vetoes  of  Presidents  Coolidge  and  Hoover. 
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In  1917,  because  of  the  need  for  nitrates  in  the  manufacture  of  explosives, 
the  government  had  authorized  the  construction  of  two  nitrate  plants  at 
the  foot  of  Muscle  Shoals,  Both  plants  were  to  be  worked  by  the  cyana- 
mide  process.  To  provide  the  electrical  energy  needed  for  these  plants  it 
was  also  decided  to  construct  a  series  of  dams  on  the  Tennessee  River. 
The  total  investment  of  the  government  at  Muscle  Shoals  was  $145  million, 
of  which  more  than  two-thirds  went  to  build  the  nitrate  plants,  neither 
of  which  was  used  after  January,  1919.  From  1925  on,  the  station  was  kept 
in  operation  by  the  United  States  Corps  of  Engineers,  and  most  of  the 
power  generated  was  sold  to  the  Alabama  Power  Company  for  distribu- 
tion in  the  neighboring  communities.  But  the  return  from  the  private  com- 
pany was  small,  in  fact  was  not  much  in  excess  of  $1  million  annually.  It 
was  the  potential  power  at  Muscle  Shoals  rather  than  the  nitrogen  which 
came  to  be  prized,  although  there  was  much  talk  about  cheap  nitrogen 
fertilizer  for  the  farms.  In  1921,  Henry  Ford  submitted  a  bid  for  the  prop- 
erties, and  a  bill  was  drawn  up  to  give  him  a  100-year  lease  and  a  $5 
million  loan,  with  the  government  completing  the  power  dams.  Senator 
Norris  kept  the  bill  buried  in  committee:  only  government  ownership,  he 
insisted,  was  the  proper  solution.  In  1924,  he  introduced  and  the  House 
of  Representatives  accepted,  a  substitute  measure.  The  following  year, 
Ford  withdrew  his  offer.  And  in  1928,  both  houses  passed  the  Norris- 
Morin  Resolution,  which  was  largely  the  work  of  Senator  Norris.  This 
measure  called  for  the  completion  of  the  various  power  units  at  Muscle 
Shoals  and  the  creation  of  a  government-owned  corporation  to  work  the 
nitrate  properties  (for  the  manufacture  of  agricultural  fertilizers)  and  sell 
the  surplus  power.  The  resolution  had,  almost  completely,  the  support  of 
the  South  and  the  West;  it  was,  on  the  other  hand,  opposed  by  the  indus- 
trial East.  On  May  25  the  resolution  was  sent  to  President  Coolidge  who 
proceeded  to  kill  it  by  a  pocket  veto. 

In  1930  to  1931,  the  friends  of  government  operation  again  were  suc- 
cessful in  the  Senate  and  a  Norris  resolution,  embodying  substantially  the 
provisions  of  the  1928  bill,  was  once  more  passed  by  both  Houses.  Presi- 
dent Hoover  was  as  unbending  as  his  predecessor  in  his  opposition  to  the 
government's  engaging  in  the  power  business  in  competition  with  private 
enterprise.  In  a  stinging  veto  message  on  March  3,  1931,  the  President 
declared:  "I  hesitated  to  contemplate  the  future  of  our  institutions,  of 
our  government,  and  of  our  country  if  the  preoccupation  of  its  officials 
is  to  be  no  longer  the  promotion  of  justice  and  equal  opportunity  but 
is  to  be  devoted  to  barter  in  the  markets.  That  is  not  liberalism;  it  is 
degeneration." 

The  President's  acceptance  of  the  gage  of  combat  indicated  that  the 
power  question  was  to  play  an  important  part  in  the  Presidential  election 
of  1932  and  was  to  be  no  small  concern  of  the  Franklin  D.  Roosevelt  ad- 
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ministrations.  Indeed,  out  of  the  Muscle  Shoals  project  the  great  TVA  ex- 
periment was  built 

The  Railroads.  The  Railroad  Administration  of  1917  to  1919  was  de- 
signed to  be  only  a  war  expedient,  with  the  result  that  on  December  24, 
1919,  President  Wilson  announced  that  on  March  1, 1920,  the  railroads  of 
the  country  would  be  restored  to  private  management.  Congress  gave  con- 
siderable thought  to  the  problem  and  the  Transportation  Act  of  1920, 
which  was  signed  by  President  Wilson  on  February  28,  turned  out  to  be 
a  complete  overhauling  of  the  Interstate  Commerce  Act.  This  measure  re- 
organized the  Interstate  Commerce  Commission.  The  law  provided  for  a 
bipartisan  board  of  eleven  commissioners,  who  were  to  be  appointed  by 
the  President  with  the  consent  of  the  Senate  for  7-year  terms. 

The  Commission  was  given  the  power  of  establishing  and  maintaining 
rates  which  were  to  yield  "a  fair  return  upon  the  aggregate  value  of  the 
railway  property  of  the  country." 

The  more  prosperous  roads  were  to  share  their  profits  with  the  less 
prosperous.  All  carriers  enjoying  a  net  railway  operating  income  in  excess 
of  6  per  cent  of  their  property  value  were  to  set  aside  half  of  the  excess  in 
their  own  reserve  funds  and  were  to  turn  over  the  other  half  to  the  Com- 
mission to  be  applied  to  a  railroad  contingent  fund.  From  this  contingent 
fund,  the  Commission  might  make  loans  to  less  fortunate  carriers  for  cap- 
ital expenditures.  This  was  the  so-called  recapture  clause. 

The  long-  and  short-haul  clause  was  amended,  and  the  rules  of  proce- 
dure the  Commission  had  been  employing  were  put  into  statutory  form. 

For  the  first  time  since  its  creation,  the  Commission  was  given  the 
power  to  prescribe  minimum  rates. 

The  twilight  zone  between  state  and  federal  control  was  removed.  The 
Commission  was  authorized  to  adjust  rates  and  eliminate  discriminations 
in  those  cases  where  persons  engaged  in  intrastate  commerce  appeared  to 
have  obtained  advantages  over  persons  engaged  in  interstate  commerce. 

The  Commission  was  empowered  to  draw  up  a  plan  for  the  consolida- 
tion of  the  railroad  lines  of  the  country  into  a  limited  number  of  systems. 
Such  combinations  were  to  be  exempt  from  the  restrictions  of  the  anti- 
trust laws;  were  to  be  on  economic  and  not  geographic  bases;  and  were 
to  be  made  with  an  eye  to  the  maintenance  of  competition  between  the 
carriers  in  the  existing  channels  of  trade. 

The  antipooling  clause  of  the  original  Act  was  radically  amended  to 
permit  the  Commission  to  authorize  pools,  for  the  division  of  traffic,  if 
better  service  could  be  attained  or  economies  of  operation  effected. 

The  Commission  was  given  the  right  to  approve  the  formation  of  the 
Railway  Express  Agency  out  of  the  four  great  express  companies  then 
existing. 

The  Commission  was  at  last  given  authority  to  regulate  the  issuance  of 
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railway  securities  and  to  supervise  the  use  to  which  the  proceeds  from 
their  sales  were  to  be  put.  After  December  31,  1921,  no  person  could  be 
an  officer  or  director  of  more  than  one  carrier  without  the  Commission's 
consent.  Even  stronger  was  the  prohibition  against  participation  by  direc- 
tors in  the  sale  of  securities  for  their  roads. 

Elaborate  machinery  for  the  mediation  of  disputes  between  the  railroads 
and  their  employees  was  set  up.  While  compulsory  arbitration  was  dis- 
carded, attempts  were  made  to  check  industrial  conflict  through  the  crea- 
tion of  a  Railroad  Labor  Board.  This  board  was  to  sit  in  consideration  of 
disputes  which  had  not  been  settled  by  conference  between  the  interested 
parties  or  by  hearings  before  local  boards  of  adjustment.  In  1926,  how- 
ever, the  Railroad  Labor  Board  was  abolished  and  in  its  place  was  estab- 
lished a  Federal  Board  of  Mediation  which  was  to  act  on  disputes  only 
when  asked  to  do  so  by  one  or  another  of  the  parties  involved. 

For  a  time,  the  Commission  seriously  concerned  itself  with  the  prepara- 
tion of  a  plan  for  that  consolidation  of  the  country's  railroad  systems 
which  the  Act  of  1920  had  authorized,  but  up  to  the  present  no  important 
consolidations  have  been  made  under  the  terms  of  the  Act,  although  a 
number  of  proposals  have  been  advanced  and  debated.  Nor  was  the  Com- 
mission more  successful  in  recapturing  earnings:  between  1920  and  1930 
of  the  $359.4  million  that  might  have  been  recovered,  only  $10  million  was 
actually  turned  over  by  the  roads.  After  the  depression  struck,  the  re- 
capture clause  was  repealed  in  1936. 

Despite  the  widening  of  its  powers,  the  Commission  found  its  efforts  to 
fix  rates  being  closely  confined  by  the  Supreme  Court.  Agitation  for  the 
regulation  of  the  railroads,  begun  in  the  1870's,  had  met  with  a  partial 
success  in  1887  with  the  passage  of  the  Interstate  Commerce  Commission 
Act.  But  it  was  not  until  1920  that  the  abuses  against  which  shippers  had 
protested  had  finally  been  brought  under  control.  In  fact,  thanks  to  the 
work  of  the  elder  Senator  LaFollette  from  1906  on,  liberals  in  Congress 
had  kept  their  eyes  steadily  on  the  single,  ultimate  goal:  the  vesting  in 
the  Interstate  Commerce  Commission  of  the  power  to  fix  rates  on  the  basis 
of  a  physical  valuation  of  the  carriers.  A  part  of  that  victory  had  been 
achieved  in  1913  with  the  passage  of  the  Physical  Valuation  Act,  the  final 
part  through  the  passage  of  the  Transportation  Act  in  1920.  Beginning 
with  1923,  however,  the  Supreme  Court  proceeded  to  nullify,  to  a  large 
extent,  the  effects  of  this  legislation  when  it  ordered  public  utility  com- 
missions and  the  Interstate  Commerce  Commission  to  give  consideration, 
when  fixing  the  rate  base,  not  merely  to  original  cost  or  prudent  invest- 
ment but  also  to  what  it  would  cost  to  reproduce  existing  properties  at 
the  time  of  the  regulatory  agency's  ruling.2  By  taking  this  stand,  the  Su- 

2  Justice  Brandeis  in  his  dissent  in  the  OTallon  decision  in  1929  defined  prudent 
investment  as  "the  reasonable  and  necessary  investment  in  the  property." 
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preme  Court  rendered  the  whole  procedure  of  government  regulation,  so 
painfully  built  up  after  an  agitation  of  almost  half  a  century,  almost  futile. 
The  following  were  the  decisions  by  which  this  was  accomplished: 

In  Southwestern  Bell  Telephone  Co.  v.  Public  Service  Commission  of  Mis- 
souri, 1923  (262  U.S.  276),  the  Court  held  (with  Brandeis  and  Holmes  dis- 
senting) that  a  rate  base  for  a  reasonable  rate  must  take  consideration  of 
reproduction  cost  new  and  that  a  return  of  5  1/3  per  cent  was  confiscatory. 
The  decision  was  based  on  the  rule  promulgated  in  the  Smyth  v.  Ames  case  of 
1898.  Justice  Brandeis'  dissent  attacked  the  rule  in  these  words:  "The  so-called 
rule  of  Smyth  v.  Ames  is,  in  my  opinion,  legally  and  economically  unsound. . . . 
The  Constitution  does  not  guarantee  to  the  utility  the  opportunity  to  earn  a 
return  on  the  value  of  all  items  of  property  used  by  the  utility  or  any  of  them. 
. . .  The  compensation  which  the  Constitution  guarantees  an  opportunity  to 
earn  is  the  reasonable  cost  of  conducting  the  business." 

In  St.  Louis  and  O'Fallon  Railway  Co.  v.  United  States,  1929  (279  U.S. 
461),  the  Court  held  (with  Brandeis,  Holmes,  and  Stone  dissenting)  that  the 
Interstate  Commerce  Commission,  in  fixing  the  valuation  of  the  railroads  for 
the  purposes  of  recapture  as  prescribed  in  the  Transportation  Act  of  1920,  was 
to  give  consideration  to  the  factor  of  reproduction  cost  new. 

In  United  Railways  v.  West,  1930  (280  U.S.  234),  the  Court  held  (with 
Brandeis,  Holmes,  and  Stone  dissenting)  that  the  plaintiff,  a  Baltimore  street 
railway  company,  was  right  in  its  contention  that  a  return  of  6.26  per  cent  was 
inadequate  and  that  anything  less  than  7.44  per  cent  would  be  confiscatory. 
The  Court  extended  the  Smyth  v.  Ames  rule  by  permitting  the  company  to 
subtract  from  its  net  income  a  depreciation  charge  on  the  basis  of  reproduction 
cost  new.  The  inclusion  of  the  value  of  the  company's  franchise,  for  the  cal- 
culation of  the  rate  base,  was  also  allowed. 

The  bitter  fight  which  was  launched  by  senators  during  February  10-13, 
1930,  against  the  appointment  of  Charles  E.  Hughes,  to  succeed  the  late 
William  H.  Taft  as  Chief  Justice  of  the  Court  was  not  a  personal  one 
entirely.  The  opposition  pointed  to  Hughes's  long  record,  before  the  Su- 
preme Court  itself,  in  the  role  of  advocate  for  some  of  the  country's  most 
powerful  corporations  and  insisted  that  in  his  decisions  he  could  not  but 
be  influenced  by  his  close  association  with  great  wealth.  For  this  reason 
the  appointment  was  attacked  by  both  insurgent  Republicans  and  Demo- 
crats and  in  the  final  balloting  on  Hughes's  confirmation  eleven  Republi- 
cans voted  against  the  man  who  had  been  their  party's  standard-bearer  in 
the  election  of  1916. 

In  the  six  decades  of  government  regulation  of  the  railroads  the  wheel 
of  fortune  had  taken  a  strange  turn.  In  the  first  two-thirds  of  the  period, 
the  railroad  managers  had  steadfastly  opposed  attempts  at  public  control; 
they  had,  with  every  weapon  at  their  command,  fought  valuation,  rate- 
fixing}  and  supervision  over  security  issues  by  the  government's  agency, 
the  Interstate  Commerce  Commission,  In  the  last  third  of  the  period,  how- 
ever, the  railroad  managers  were  to  appear  in  the  role  of  humble  petition- 
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ers  praying  for  protection  from  the  competition  of  new  rivals.  For  the 
railroads  were  being  menaced  from  strange  quarters.  Pipeline  companies 
were  not  transporting  the  crude  petroleum  alone  hut  beginning  to  carry 
gasoline  and  refined  oil  as  well;  interstate  bus  and  motor  truck  lines  had 
made  their  appearance  to  carry  passengers  and  freight,  if  not  so  quickly, 
certainly  as  comfortably,  more  cheaply,  and  often  with  greater  mobility, 
for  the  question  of  terminals  did  not  trouble  them;  coastal  and  interior 
waterways,  steamship  and  barge  lines  were  furnishing  a  type  of  competi- 
tion not  met  with  before.  Larger  and  larger  numbers  of  persons  were  trav- 
eling by  passenger  auto,  and  in  the  1940's  the  airlines  were  beginning  to 
break  measurably  into  the  railway  business.  The  result  was,  during  the 
period  1920-39,  a  serious  relative  decline  in  the  railroad  freight  business 
and  an  absolute  decline  in  the  railroad  passenger  business. 

To  seek  relief  from  such  unregulated  competition  became  a  leading 
concern  of  the  railroad  executives  of  the  19207s  and  30*s,  and  they  came 
to  urge  upon  Congress  a  large  variety  of  measures  which,  they  contended, 
were  necessary  to  prevent  the  railroad  industry  from  suffering  serious 
harm.  Thus,  regulation  was  not  over;  it  was  to  continue  and,  apparently, 
to  develop  in  new  directions.  But  that  the  railroads  should  regard  them- 
selves as  vulnerable  and  should  agitate  for  government  assistance  was  a 
development  that  would  have  amazed  the  antimonopolists  and  Grangers 
of  the  1870*s,  had  they  been  endowed  with  the  gift  of  peering  into  the 
future. 

The  Merchant  Marine.  The  merchant  marine,  which  the  United  States 
Shipping  Board  and  the  Emergency  Fleet  Corporation  had  provided  the 
nation  during  the  years  1917  to  1920,  was  owned,  and  in  considerable 
measure  also  operated,  by  the  government.  However  necessary  such  a 
"socialist"  scheme  might  be  in  wartime,  under  normal  conditions  it  was 
repugnant  to  the  spirit  of  American  individualism.  Of  course,  it  was  being 
argued,  the  government  should  give  every  encouragement,  but  if  we  were 
to  put  our  carrying  trade  on  such  a  sound  basis  that  it  would  meet  effec- 
tively the  competition  of  British  and  German  shipping  companies,  the 
merchant  fleet  must  be  operated  by  private  owners. 

In  line  with  such  ideas,  there  were  therefore  enacted  the  Merchant  Ma- 
rine Act  of  1920  and  the  Merchant  Marine  Act  of  1928.  Under  both  of 
these  measures  the  Shipping  Board  and  the  Merchant  Fleet  Corporation 
were  continued.  Under  the  first  law  the  Shipping  Board  was  to  dispose  of 
the  wartime  merchant  fleet,  as  quickly  as  possible,  to  private  operators. 
Every  precaution  was  taken  to  see  that  the  ships  did  not  fall  into  the  hands 
of  foreign  companies.  Easy  terms  of  payment  were  to  be  granted  to  pur- 
chasers. The  Merchant  Fleet  Corporation  was  to  have  these  functions:  it 
was  to  operate  those  ships  it  could  not  sell  to  private  groups;  it  was  to 
establish  new  shipping  routes  and  keep  ships  in  these  services  until  pri- 
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vate  capital  could  be  induced  to  take  them  over;  it  was  to  make  loans  to 
such  shipping  companies  as  were  willing  to  operate  over  these  new  routes. 
To  perform  these  tasks,  the  Merchant  Fleet  Corporation  was  given  the 
use  of  a  revolving  fund  of  $25  million. 

Between  1920  and  1928  the  Shipping  Board  sought  to  interest  American 
capital  in  the  development  of  a  merchant  fleet  that  would  be  capable  of 
carrying  at  least  half  of  the  country's  overseas  trade.  Because  American 
capital  was  timid  to  venture  into  a  new  field,  the  Shipping  Board  contin- 
ued to  lower  purchase  prices  on  its  vessels  and  even  went  so  far  as  to 
guarantee  the  losses  of  those  operators  who  were  willing  to  work  the  new 
routes.  However,  it  became  apparent  that  none  of  these  new  shipping 
companies  was  accumulating  enough  surpluses  for  capital  replacements. 
The  only  remedy  was  subsidy,  and  this,  in  a  measure,  was  offered  by  the 
Merchant  Marine  Act  of  1928. 

The  law  of  1928  renewed  the  declaration  of  a  privately  owned  and  oper- 
ated merchant  marine.  It  maintained  the  same  administrative  agencies.  The 
Merchant  Fleet  Corporation  was  to  continue  to  operate  the  government- 
owned  ships  until  they  could  be  disposed  of,  and  was  also  given  the  power 
of  replacement  and  repair  so  that  the  portion  of  the  merchant  fleet  which 
was  still  government-owned  would  not  become  obsolete.  Subsidy  was 
provided  for  through  three  means,  two  of  which  were  directly  indicated 
and  one  of  which  was  implied:  (1)  There  was  set  up  a  revolving  fund 
of  $250  million  from  which  construction  loans  up  to  three-fourths  of  the 
costs  of  building  were  to  be  made  to  private  operators.  (2)  Private  own- 
ers were  to  be  given,  as  an  encouragement  to  ship  building  and  operation, 
long-term  mail  carrying  contracts.  (3)  The  price  at  which  the  Shipping 
Board  was  selling  its  vessels  to  private  operators  constituted  an  indirect 
subsidy.  For  example,  from  1925  to  1930  the  Shipping  Board  sold  to  ten 
lines  104  vessels  for  something  less  than  $23  million;  on  the  other  hand, 
the  total  cost  of  construction  for  these  104  ships  had  been  $258  million. 

On  December  31,  1930,  there  were  registered  under  the  American  flag 
1,778  ocean-going  ships  of  1,000  gross  tons  or  more,  of  which  1,345  ships 
were  privately  owned  and  433  ships  were  still  controlled  by  the  Shipping 
Board's  Merchant  Fleet  Corporation.  The  gross  tonnage  owned  privately 
was  7,136,746;  that  owned  by  the  government,  2,462,095.  The  outcome  of 
this  government  interest  was  an  extraordinary  increase  in  the  American 
merchant  marine;  and  we  were  gradually  freeing  ourselves  from  a  de- 
pendence upon  British  bottoms  for  the  carriage  of  our  exports  and  im- 
ports. 

However  desirable  such  an  outcome  might  be  regarded  ( and  there  were 
some  who  disputed  its  desirability),  the  question  inevitably  presented  it- 
self: could  not  the  government  have  attained  the  same  end,  at  no  greater 
cost,  and  at  the  same  time  have  provided  lower  rates  for  shippers  and 
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better  working  conditions  for  seamen  and  longshoremen,  had  it  continue 
to  own  and  operate  the  ships  it  had  built  at  such  great  expense?  But  sue 
a  consideration  was  given  no  serious  attention;  and  in  subsequent  legist 
tion,  as  we  shall  see,  the  United  States  continued,  with  heavy  public  sul 
sidies,  to  support  a  privately  owned  and  operated  merchant  marine. 

Prohibition.  Of  the  leading  political  problems  of  the  1920's,  Prohibitio 
made  more  noise  than  its  significance  justified.  By  the  end  of  1914,  stat< 
wide  Prohibition  existed  in  but  eleven  states.  If  local  option  areas  wei 
added,  still  there  were  less  than  half  of  the  American  people  living  in  r< 
gions  where  the  open  sale  of  intoxicating  liquors  was  prohibited.  Howeve 
the  demands  for  the  curbing  of  the  liquor  traffic  took  on  new  impeti 
in  the  next  five  years.  America's  entry  into  World  War  I  gave  plausib1 
justification  for  federal  restriction  on  the  use  of  grains  in  the  makin 
of  beer  and  hard  liquors;  the  appearance  of  the  automobile  and  furth< 
mechanization  in  industry  pointed  up  the  claims  of  dry  advocates  th< 
inebriated  persons  were  a  menace  to  others  on  public  highways  and  i 
factories;  the  ever-growing  pressure  being  applied  on  politicians  by  ten 
perance  societies  was  a  force  that  could  not  be  denied.  By  the  end  c 
1918,  the  eleven  dry  states  of  four  years  earlier  had  been  joined  by  eight 
een  others  and  two-thirds  of  the  American  people  were  living  in  Prohib 
tion  areas. 

With  the  capture  of  Congress  by  the  dry  forces  as  the  second  decad 
opened,  federal  action,  it  appeared,  could  not  be  long  delayed.  In  191* 
both  houses  repassed  over  President  Taft's  veto  the  Webb-Kenyon  Inte] 
state  Liquor  Shipment  Act,  which  forbade  the  transportation  of  Hquc 
from  wet  states  into  dry;  and  in  1917,  Congress  adopted  a  resolution  sul 
mitting  to  the  states,  for  their  ratification,  a  Constitutional  amendmer 
aimed  at  the  establishment  of  national  Prohibition  under  the  aegis  of  th 
federal  government. 

In  little  more  than  a  year,  the  legislatures  of  three-fourths  of  the  state 
had  adopted  the  Amendment,  with  the  result  that  its  proclamation  fo 
lowed  on  January  29,  1919.  On  January  16,  1920,  Prohibition  went  int 
effect  without  any  compensation  for  the  owners  of  distilleries,  brewerie: 
saloons,  and  factories  making  bar  fixtures,  in  short,  all  those  persons  wh 
had  had  a  proprietary  interest  in  the  manufacture,  sale,  and  transports 
tion  of  beers,  light  wines,  and  hard  liquors.  The  National  Prohibition  Ac 
(known  generally  as  the  Volstead  Act  after  its  sponsor),  defined  as  a 
intoxicating  liquor  any  beverage  containing  more  than  0.5  per  cent  alec 
hoi;  placed  under  severe  regulations  the  manufacture  and  sale  of  alcohx 
for  industrial,  medicinal,  and  sacramental  purposes;  provided  for  the  de 
naturing  of  alcohol  to  prevent  its  conversion  into  beverages;  and  ringe 
around,  with  formidable  licensing  restrictions,  every  conceivable  phase  c 
the  lemaining  legitimate  liquor  industry. 
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Prohibition,  under  the  18th  Amendment,  had  been  designed  to  eradicate 
two  evils,  the  saloon  and  intemperance.  The  saloon,  with  its  open  drinking 
and  its  encouragement  to  idleness  and  even  the  more  criminal  forms  of 
vice,  had  been  eliminated.  But  with  its  going  there  sprang  up  in  its  place 
a  group  of  more  vicious  institutions— the  "speakeasies,"  "beer  flats/'  and 
"blind  pigs"— which,  being  illegal,  could  flourish  only  because  they  were 
founded  on  an  open  contempt  for  the  law  by  their  proprietors  and  patrons 
and  because  they  had  the  protection  of  a  corrupt  local  officialdom.  As  for 
universal  temperance,  not  only  was  that  ideal  never  attained  but  it  ap- 
peared, a  decade  after  Prohibition  had  gone  into  effect,  that  America  was 
drinking  almost  as  much  as  it  had  been  before  1914. 

In  addition,  by  the  end  of  the  20's,  the  hostility  to  the  18th  Amendment 
was  no  longer  covert.  Interestingly  enough,  in  the  acrimonious  debate 
which  ensued,  the  opponents  of  Prohibition  were  able  to  take  a  high 
moral  ground:  Prohibition,  they  said,  was  bringing  about  an  open  con- 
tempt for  law;  it  was  the  chief  reason  for  the  flourishing  of  crime;  it  was 
debauching  police,  prosecuting  authorities,  and  the  courts;  it  was  depriv- 
ing government  of  important  sources  of  revenue  and  filling  the  pockets  of 
an  undesirable  element  in  the  community.  Also,  the  anti-Prohibition  forces 
were  increasingly  making  themselves  heard  in  the  national  political  arena. 
In  the  Congressional  elections  of  1930,  many  seats  were  contested  solely 
on  the  wet-dry  issue,  and  the  72nd  Congress  saw  the  dry  forces  in  it  con- 
siderably weakened. 

It  was  the  opinion  of  President  Hoover's  Law  Enforcement  Commission, 
in  its  report  of  January,  1931,  that  enforcement  of  Prohibition  had  broken 
down.  The  Commission  recommended  that,  if  after  further  trial,  enforce- 
ment was  still  impossible,  the  18th  Amendment  ought  to  be  revised  to  give 
Congress  the  power  to  "regulate  or  prohibit"  the  manufacture,  sale,  and 
transportation  of  intoxicating  beverages. 

The  country's  first  decade  of  experimentation  with  Prohibition  thus 
ended  uncertainly.  And  the  end  of  the  20's  had  seen  opposition  to  Prohi- 
bition definitely  emerge  into  the  open.  The  effect  on  national  politics  was 
curious.  National  politicians  watched  the  contest  between  wets  and  drys 
uneasily.  Would  they  be  compelled  to  take  sides  on  a  question  that  had  so 
many  elements  of  danger  in  it-for  them?  Would  the  Democratic  party,  to 
hold  its  urban  following,  have  to  become  wet— and  risk  the  loss  of  support 
in  the  agrarian  South  and  West?  Would  the  Republican  party,  to  hold  its 
farmer  constituencies,  have  to  remain  dry— and  lose  the  support  of  the 
middle  classes  in  the  great  cities?  While  politicians  pondered  the  ques- 
tion, it  became  increasingly  evident  that  Americans  were  wearying  of  the 
debate.  For  citizens  were  beginning  to  understand,  as  the  full  effects  of 
the  depression  of  1930  and  after  made  themselves  felt,  that  the  Prohibi- 
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tion  question  was  not  really  very  important;  indeed,  it  was  serving  only 
to  distract  attention  from  more  serious  concerns.  The  Prohibition  discus- 
sion, in  short,  seemed  to  be  very  much  like  a  red  herring  drawn  across  the 
trail  of  every  vital  public  question  with  which  Americans  of  the  20's 
should  have  been  concerning  themselves. 

The  Democrats  finally  took  the  plunge;  and  in  their  1932  party  platform 
they  called  for  the  legalization  of  beer,  the  repeal  of  the  18th  Amend- 
ment, the  prevention  of  the  saloon's  revival,  and  the  return  of  control  to 
the  states.  Mr.  Roosevelt's  election  was  regarded  as  a  mandate,  with  the 
result  that  steps  were  at  once  taken  by  Congress  to  repeal  the  unpopular 
amendment;  also,  in  March,  1933,  the  manufacture  and  sale  of  3.2  per  cent 
beer  was  legalized.  The  joint  resolution  for  repeal  passed  through  both 
houses  of  Congress  in  February,  1933;  by  December  of  the  same  year 
36  states  had  ratified  the  new  (21st)  Amendment  and  it  was  therefore 
proclaimed  by  the  Secretary  of  State.  The  Amendment,  in  addition  to 
repealing  the  18th,  promised  such  states  as  wished  to  continue  dry 
federal  protection  against  the  transportation  and  importation  of  intoxicat- 
ing liquors  into  their  areas. 

The  sale  of  liquor  became  immediately  legal  in  19  states;  in  the  remain- 
ing, constitutional  or  statutory  provisions  prevented  the  dispensing  of 
alcoholic  beverages.  But  within  the  next  two  years,  such  provisions  were 
repealed  in  all  the  states  but  Alabama,  Georgia,  Kansas,  Mississippi, 
North  Dakota,  Oklahoma,  and  Tennessee;  and  Alabama  joined  the  column 
of  wet  states  in  1937.  It  is  to  be  noted  that  even  the  six  remaining  were 
not  bone-dry,  for  the  sale  of  beer  was  permitted.  By  the  50?s,  not  one  state 
barred  the  sale  of  beer,  whiskey,  or  wine  within  its  borders.  The  states 
moved  so  swiftly  because  of  the  insistent  pressure  of  public  opinion,  on 
the  one  hand,  and  because  new  sources  of  revenue  were  needed  to  help 
localities  carry  the  heavy  relief  burden  resulting  from  the  depression. 
The  states  this  time,  however,  did  not  forget  that  the  sale  of  liquor  had 
to  be  ringed  about  by  all  sorts  of  regulations  in  order  to  prevent  the  re- 
currence of  a  dry  agitation.  The  results  were  the  following:  17  states  set 
up  state-monopoly  systems  which  made  the  sale  of  liquor  a  public  busi- 
ness managed  by  liquor-control  commissions;  28  states  invested  central 
licensing  bodies  with  responsibility  for  regulating  the  private  liquor 
trade;  and  in  all  jurisdictions  where  liquor  might  be  sold  new  means  were 
devised  for  taking  the  curse  off  the  business.  The  very  word  "saloon" 
disappeared;  places  where  liquor  and  beer  were  retailed  rejoiced  in  the 
labels  "tavern,"  "bar  and  grill,"  or  "cocktail  lounge." 

The  federal  government  also  assumed  its  share  of  the  burden  by  estab- 
lishing the  Federal  Alcohol  Administration  to  which  was  assigned  the 
function—and  one,  incidentally,  which  it  performed  with  a  high  degree 
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of  success— of  creating  proper  business  standards  for  the  liquor  (but  not 
beer)  industry  and  promoting  fair-trade  practices  in  the  interests  of 
producers  and  consumers. 

Although  during  World  War  II,  attempts  were  made  to  enact  wartime 
Prohibition  laws  and  restrict  liquor  advertising,  the  effort  failed;  the 
manufacture  of  beverage  alcohol  was  halted,  to  be  sure,  but  rum  and 
other  imports  soothed  the  thirsty. 

By  the  50*s,  excessive  drinking  had  become  a  medical  and  psychological 
problem  rather  than  a  moral  issue,  even  if  exhortations  in  the  older  man- 
ner were  still  heard.  And  when  New  York  State  revised  its  health  laws 
in  1950,  it  recognized  alcoholism  as  a  disease  rather  than  an  offense.  To 
this  extent,  at  any  rate,  Americans  had  made  progress. 


CHAPTER  16  »<? 

THE  AMERICAN  SCENE 

IN  THE  20's 


THE  TEMPER  OF  THE  TIME 

TWO  RATHER  contrary  attitudes  characterized  the  1920*s.  Most 
evident  was  complacency:  assurance  that  all  went  well  in  the  best 
of  imaginable  worlds,  that  anyone  who  saw  flaws  had  a  mote  in  his  own 
eye,  and  that  anyone  who  mentioned  the  flaws  he  saw  was  that  lowest 
of  beings— as  the  slang  of  the  day  had  it— a  "knocker."  Almost  as  vocal, 
however,  was  revulsion  from  the  world  which  the  great  body  of  middle- 
class  opinion  put  beyond  criticism.  The  two  attitudes  clashed,  yet  worked 
together  to  evoke  indifference  to  political  and  social  issues.  Behirjd  com- 
placency lay  optimism  bred  of  industrial  expansion  and  of  the  rise  in  the 
plane  of  material  life  since  World  War  I.  Spaciqus  though  Jthat  optimism 
might  be,  it  had  for  companions  a  compulsion  to  impose  conformity  of 
behavior  and  opinion  and  a  nostalgia  for  the  rural  past.  In  his  own  person, 
President  Coolidge  symbolized  that4  past  and  observers  attributed  part  of 
his  success  to  that  fact.  Even  the  humor  of  the  period  reflected  national 
nostalgia  as  the  carefully  bucolic  Will  Rogers  became  the  favorite  "homely 
philosopher"  of  the  period. 

Lavish  national  advertising  brought  strong  pressure  for  conformity  in 
the  consumption  of  standardized  products.  Industrial  growth,  and  the 
desire  of  communities  to  participate  in  its  benefits,  led  to  the  phenom- 
enon of  "Boosterism,"  so  bitingly  described  in  the  novels  of  Sinclair  Lewis. 
On  all  sound  businessmen  lay  the  duty  of  boosting  the  town  in  which 
they  lived;  and  of  denouncing  any  intimation  that,  as  a  cultural  or  eco- 
nomic center,  it  ranked  below  any  of  its  neighbors  or  even  Chicago  itself. 
-Against  dominant  middle-class  opinion  and  its  prevalent  complacency, 
two  groups— each  itseE  generally  of  middle-class  origin— raised  protest. 
One,  for  purposes  of  differentiation,  may  be  called  "the  rebels";  the  other, 
"the  genteel."  The  rebels  were  the  noisier  and  sometimes  grounded  their 
revolt  on  a  more  intellectual  basis.  The  genteel  objected  to  success-worship 
on  the  one  hand  and  the  bad  manners  of  the  rebels  on  the  other.  Largely, 
the  genteel  belonged  to  the  dependent  middle  class— prof  essional  persons 
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of  only  average  achievement  and  superior  white-collar  workers  excluded 
from  hope  of  wealth.  Their  discontent  was  linked  with  the  fact  that 
while  possession  of  money  gave  social  prestige,  gentility  was  at  a  dis- 
count. Yet  gentility  was  the  social  stock  of  the  dependent  middle  class. 
With  women  office  workers  increasing  (by  1930,  51 .5  per  cent  of  all 
office  employees  were  women),  white-collar  employments  tended  to  lose 
status;  in  a  culture  where  masculine  employments  rank  highest,  women's 
work  is  not  only  underpaid,  but  socially  undervalued.  More  important, 
perhaps,  was  the  fact  that  as  wages  and  prices  rose,  the  cost  of  gentility 
increased  beyond  the  purses  of  those  to  whom  it  had  been  a  major 
reward. 

The  "plain  living  and  high  thinking"  of  the  past  had  usually  implied 
occupation  of  an  entire  house,  at  least  one  servant,  superior  instruction 
for  children,  and  the  possession  of  a  measure  of  leisure.  The  real  estate 
boom  and  the  decline  of  immigration  made  wealth  necessary  to  enjoy 
space  and  personal  service.  In  urban  areas,  even  books  and]  leisure  were 
costly.  The  other  requisites  were  either  unobtainable  or  to  be  had  only 
at  great  sacrifice.  The  animosity  of  depressed  gentility  ^vented  itself 
against  skilled  labor  particularly,  for  this  group  secured  disproportionate 
rewards  for  its  work  and  even,  by  its  demand  to  participate,  debased 
culture.  Children  of  "racially  and  socially  inferior  population"  made  the 
public  schools  impossible  as  a  source  of  education,  further  increasing  the 
burdens  of  the  "decently  bred,"  in  the  opinion  of  Mrs.  Katharine  Fuller- 
ton  Gerould.  Tempting  to  |he  speculative  is  the  question  whether  the 
decline  of  the  labor  movement  and  of  the  progressive  spirit  during  the 
1920's  may  nol  feavfe  had  roots  in  this  hostility  of  the  dependent  middle 
class  towarcl  a  social  group  which  trod  on  its  heels  so  uncomfortably. 

While  spokesmen  for  gentility  expressed  their  exasperation  with  the 
materiahsnijhat  made  gracious  living  so  expensive,  they  had  too  much 
regard  for  their  status  either  to  follow  skilled  labor  and  seek  higher 
income  through  organization  or  to  feel  kinship  with  the  more  thoroughly 
rebellious. 

The  rebels  attacked  materialism  and  immaturity  in  American  culture 
without  genteel  reservations.  The  United  States  had  no  use  for  its  artists; 
its  society  gave  intellectual  achievement  no  honor.  Even  worse,  the 
"small-town  mind"  tried  to  impose  its  standards  on  its  betters.  Its  legis- 
lators had  deprived  artists  of  their  wine.  Its  censors  presumed  to  judge 
their  work.  In  Boston,  booksellers  were  fined  for  selling  Dreiser's  An 
American  Tragedy.  CabelTs  Jurgen  came  under  the  ban.  In  Tennessee, 
Arkansas,  and  Missouri,  instructors  in  the  public  schools  must  teach 
biology  without  mentioning  evolution.  In  Washington,  D.  C.,  teachers 
were  forbidden  to  speak  of  the  League  of  Nations  when  they  expounded 
modern  history  in  the  early  1920's;  in  Chicago  and  even  in  New  York, 
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mayors  tried  to  eliminate  elementary  texts  which  failed  to  portray 
George  III  as  a  tyrant  and  Britain  as  the  eternal  enemy  of  the  United 
States.  The  tariff  of  1922  protected  home  industry  with  a  ban  on  the 
importation  of  lewd  pictures  and  books.  Enforcement  was  left  to  customs 
inspectors  who  seized  medical  works  and  copies  of  the  Decameron,  which 
could  be  bought  in  any  United  States  bookstore.  In  1930,  however,  the 
tariff  provision  was  amended  and  the  Secretary  of  the  Treasury  was 
authorized  to  permit  books  of  proven  literary  merit  to  enter  even  if  they 
might  be  considered  obscene.  In  1933,  Random  House,  the  publishers, 
made  a  test  case  of  James  Joyce's  Ulysses.  The  book  was  allowed  entry 
as  the  result  of  Justice  Woolsey's  opinion  that  since  Joyce  made  neither 
sin  nor  sex  attractive,  coarse  language  might  be  forgiven  a  pioneer  work 
in  art.  The  dissident  intellectuals  might  be  gratified  by  that  verdict.  By 
Justice  Manton's  dissent  (and  subsequent  history)  they  might  have  been 
even  more  pleased.  For  the  jurist  who  declared  that  the  "people  need  and 
deserve  a  moral  standard;  it  should  be  a  point  of  honor  with  men  of 
letters  to  maintain  it/*  was  later  impeached  and  jailed  for  corruption. 

Scarcely  any  of  the  writers  who  found  the  United  States  immature 
made  an  effort  to  educate  it.  One  group,  with  the  American  Mercury, 
edited  by  H.  L.  Mencken  and  George  Jean  Nathan,  for  forum,  took  all 
America  for  its  spectacle,  regarded  the  nation's  past  and  present  as  harsh 
and  unlovely  and  was  satisfied  with  its  own  ridicule.  Others  possessed 
of  weaker  stomachs  (or  greater  pretensions),  retired  to  France  or  even 
more  distant  lands  where  they  expressed  their  distaste  for  currently 
accepted  American  ideas  in  'Tiighbrow"  little  magazines  few  read  or 
in  novels  of  revolt  that  became  best  sellers. 

Whether  Americans  faced  their  world  complacently  during  the  20's, 
or  whether  they  saw  it  as  something  which  art  alone  could  make  endur- 
able, they  were  apt  to  pursue  pleasure  more  forthrightly  than  any 
previous  generation.  With  a  shorter  work  week,  moreover,  a  large  number 
of  Americans  could  do  so.  Of  popular  amusements,  the  moving  pictures 
were  most  important,  for  they  reached  the  greatest  audience.  Making, 
distributing,  and  exhibiting  moving  pictures  became  an  important  indus- 
try. With  the  introduction  of  sound  in.  1926,  the  production  of  motion 
pictures  became  tied  to  a  patent  pool  in  which  American  Telephone  and 
Telegraph,  Western  Electric,  General  Electric,  and  Radio  Corporation 
of  America  crosslicensed  their  patents  and  added  another  incentive 
toward  concentration  of  control  in  the  field.  Between  1918  and  1933,  five 
major  and  three  lesser  companies  ruled  production  and  five  large  com- 
panies controlled  the  exhibition  of  films.  To  secure  outlets  for  their  wares, 
producers  dominated  distributors  and  acquired  theater  properties.  Chain 
outlets  were  attacked  as  violations  of  the  antitrust  laws,  but  they  were 
maintained  through  the  device  of  affiliated  corporations;  continued,  too, 
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were  block  booking  and  tying  contracts,  which  forced  acceptance  of  an 
entire  line  of  output  in  order  to  secure  profitable  films.  A  Federal  Trade 
Commission  "cease  and  desist"  order  against  the  practice  was  overthrown 
in  the  United  States  Court  of  Appeals  in  1932,  and  not  carried  further.3 

As  a  cultural  force,  the  movies  fostered  changes  in  consumption  stand- 
ards to  create  a  preoccupation  with  material  luxury.  Cities,  and  even 
smaller  towns,  had  their  movie  "palaces"  gaudy  with  plush  and  gilt, 
where  orchestras  rose  into  view  and  disappeared  as  their  platforms  sank 
to  reveal  the  screen.  Wherever  that  screen  might  be,  the  girls  and  women 
who  watched  it  saw  themselves  as  movie  heroines  and  tried  to  imitate 
their  garments  and  remold  themselves  into  their  idols'  shapes.  The  movies 
even  gave  rise  to  a  new  version  of  the  Cinderella  legend,  in  which  casting 
director  or  talent  scout  played  fairy  godmother  to  the  schoolgirl  or 
elevator  operator  in  whom  he  saw  a  future  "star."  And  from  what  she 
saw  on  the  screen,  every  girl  knew  that  all  goods  of  right  belonged  to  the 
good-looking. 

As  an  art,  the  movie  tantalized  the  serious  viewer  with  its  potentialities. 
Cameramen,  electricians,  and  film  editors  developed  masterly  techniques 
which  critics  grudged  to  see  expended  on  commonplace  scenarios.  Yet, 
because  even  the  cheapest  movie  required  an  investment  far  beyond  that 
put  into  any  other  form  of  art,  there  was  little  if  any  chance  for  the 
growth  of  diverse  audiences;  unlike  book  and  magazine  publishers,  mov- 
ing picture  producers  could  set  but.  one  table,  offering  the  same  dish  to 
all.  For  a  time  after  1926,  when  sound  confused  the  medium,  it  seemed 
as  if  movies  would  freeze  into  photographed  plays,  but  the  camera  won 
motion  again,  and  the  movies  gained  a  dimension.  Although  the  staple 
of  film  tales  continued  to  be  Love,  Chaplin  offered  Laughter  to  make  his 
vision  of  reality  tolerable.  Robert  J.  Flaherty  showed  men  fighting  nature 
from  the  Far  North  to  the  typhoon-swept  Pacific,  and,  in  1928,  Walt 
Disney  took  his  place  beside  Aesop  with  the  earliest  Mickey  Mouse. 

American-made  movies  carried  all  before  them;  their  makers  had  found 
the  common  denominator  of  humanity,  and  while  trade  papers  called 
Western  films  "horse  operas,"  marquees  in  Calcutta  advertised  "a  cow 
and  boy  picture."  But  since  moving  pictures  purveyed  entertainment, 
not  news  or  opinion,  United  States  Courts  found  that  they  were  not 
entitled  to  the  safeguards  of  freedom  of  the  press.  Consequently,  the 
movies  were  censored  by  state  boards  of  review,  by  city  police  depart- 
ments, and  by  every  variety  of  pressure  group.  For  tilings  seen  had 
greater  impact  than  things  read.  In  1922,  after  a  spate  of  films  showing 
youth  having  its  fling,  producers  installed  former  Postmaster  General  Will 
Hays  as  a  moral  watchman.  In  1930,  following  a  run  of  pictures  which 

3  See  below,  p.  626. 


THE  AMERICAN  SCENE  IN  THE  2ffs  353 

presented  gangsterdom  in  frank  violence  and  sex  uninhibited,  the  pro- 
ducers adopted  a  new  code  to  guide  them— this  time  under  church  prod- 
ding made  effective  by  a  Catholic  threat  of  boycott  in  1934. 

Since  the  first  radio  receivers  had  to  be  home-built,  or  at  least  assem- 
bled, radio  encouraged  craftsmanship  as  well  as  diversion  and  so  formed 
an  exception  to  the  fact  that  the  chief  amusements  of  the  period  were 
passive  rather  than  active.  When  sets  were  sold  ready  for  use,  radio 
listening  became  another  form  of  entertainment— in  the  beginning  of  no 
significance  creatively—since  it  offered  merely  reworked  vaudeville  or 
warmed-over  movies  for  comedy  and  dramatic  programs;  but  soon  it 
became  a  cultural  force  as  a  transmitter  of  music.  Radio  made  it  possible 
for  rural  areas  and  small  communities  to  hear  the  classical  repertoire 
performed  by  fine  orchestras;  more  people  became  familiar  with  the  best 
music^of  the  past,  in  consequence,  and  many  were  encouraged  to  make 
music  on  their  own. 

While  movies  and  radio  offered  new  forms  of  entertainment,  profes- 
sional sports  bid,  and  bid  successfully,  for  fresh  patrons.  Baseball  drew 
greater  crowds  than  ever  before;  prize-fighting  produced  enormous  gate 
receipts.  College  football  ceased  to  be  primarily  a  student  diversion  as 
alumni  badgered  many  educational  institutions  into  recruiting  players  on 
a  professional  basis  in  order  to  provide  teams  which  would  fill  stadiums 
and  so  furnish  funds  to  pay  interest  on  the  debts  incurred  to  build  them. 
The  automobile  made  spectator  entertainment  accessible  to  country 
dwellers,  and  offered  recreation  in  itself.  As  roads  improved  and  automo- 
biles became  cheaper  and  more  available,  driving  and  touring  increased 
in  popularity.  The  mobility  which  Europeans  had  long  thought  an  Ameri- 
can characteristic  became  more  evident  than  ever. 

The  cult  of  pleasure  affected  national  attitudes  as  well  as  national 
behavior.  Old-fashioned  thrift  lost  esteem.  Increasingly,  Americans 
showed  their  belief  in  the  economists'  axiom— present  goods  are  more 
valuable  than  future  goods  of  the  same  kind  and  quality— by  meeting  the 
higher  cost  of  deferred  payments  and  making  installment  buying  socially 
acceptable.  A  man  was  judged  by  the  make  and  newness  of  his  car  and 
the  attire  of  his  wife  rather  than  by  his  reputed  bank  balance.  Children 
might  still  be  taught  that  a  penny  saved  was  a  penny  earned,  but  they 
saw  their  elders  living  by  the  motto  of  "a  penny  spent  in  maintaining 
appearances  is  a  dollar  earned  in  'contacts.' "  The  successful  salesman,  or 
the  fortunate  speculator,  was  the  business  hero  of  the  period;  neither 
would  benefit  by  national  practice  of  the  thrift  ideal.  That  would  be 
further  discredited  during  succeeding  decades,  but  it  was  the  20's  which 
rocked  thrift  on  its  pedestal. 

Imitative  and  derivative  though  radio  might  be  as  entertainment,  in 
the  expression  and  development  of  public  opinion  it  offered  true  novelty. 
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Microphones  and  telephone  wires  picked  up  the  sound  of  events  and 
transmitted  it  to  homes  thousands  of  miles  away.  Listening  created  con- 
tact so  immediate  it  seemed  actual  participation  in  political  conventions, 
sports  spectacles,  and  the  opera.  Although  radio  brought  a  new  method 
of  transmitting  news  and  added  new  brevity  to  news  reporting,  radio 
newscasts— except  for  farm  price  and  weather  reports—relied  on  news- 
paper wire  services,  by  and  large,  and  many  stations  were  owned  by 
newspapers.  The  press  itself  developed  farther  along  the  road  to  big 
business.  Newspaper  chains  expanded  from  the  dozen  of  1910  to  60  in 
1929;  by  1930,  chains  controlled  300  daily  papers  with  one-third  the 
national  circulation  and  eight  cities  of  more  than  100,000  people  had 
only  a  single  newspaper.  Notable  among  the  casualties  of  the  decade  was 
the  New  York  World,  which  was  sold  to  the  Scripps-Howard  chain  in 
1931,  when  the  Pulitzer  heirs  failed  to  make  it  profitable.  Successor  to 
the  World  and  Hearst  in  sensationalism  came  the  tabloids,  smaller  in 
format  than  the  standard  sheets  and  dedicated  to  the  proposition  that 
pictures  spoke  more  effectively  than  words.  Rising  circulation  proved 
the  tabloid  effective  in  adding  a  new  semiliterate  group  to  newspaper 
buyers.  By  1930,  the  noisier  tabloids  failed;  the  survivors  became  more 
conventional  in  their  approach  although  they  continued  to  "say  it  with 
pictures"  and  run  contests  as  bait  for  circulation. 

Standard  newspapers  like  the  New  York  Times  and  the  New  York 
Tribune  improved  their  treatment  of  political,  scientific,  and  foreign 'news 
by  employing  special  reporters  in  these  fields.  Other  papers  followed  to 
the  benefit  of  their  awareness  and  their  manners.  In  general,  partisanship 
diminished,  for  politics  had  become  of  less  general  interest  to  readers 
and  journals  in  one-paper  towns  had  no  desire  to  rouse  political  antag- 
onisms that  might  provoke  competition.  If  lessened  partisanship  made 
for  more  objective  reporting,  operation  of  newspapers  as  a  business  made 
editors  less  influential  and  all  but  eliminated  the  crusading  spirit  of  the 
Progressive  period. 

While  newspapers  declined  in  number  and  grew  more  conservative  in 
social  tone,  magazines  reflected  opinion  in  greater  variety.  Dominant 
middle-class  views  made  themselves  heard  in  the  Saturday  Evening  Post 
and  the  American  Magazine  and,  after  1926,  in  the  Readers  Digest.  In 
fiction  and  articles,  these  publications  helped  even  the  unsuccessful  seem 
to  participate  in  the  achievement  of  their  time.  For  the  minority,  weeklies 
like  the  Nation  and  the  New  Republic  talked  politics;  brief-lived  "little 
reviews"  offered  esthetic  stimulation;  the  American  Mercury  snorted  at 
the  "hookworm  and  Bible  belt";  while  the  older  quality  magazines  strug- 
gled to  maintain  readers  who  demanded  livelier  matter  and  less  of  the 
genteel  manner.  Casualties  were  heavy:  the  Century  and  the  Bookman 
succumbed  in  1927  and  1933,  and  Scribners  in  1939. 


THE  AMERICAN  SCENE  IN  THE  20's  355 

At  a  lower  level  of  literacy,  the  "pulps"  brought  the  wild  West  and 
wilder  crime  adventure  to  weary  male  readers,  while  others  in  the  guise 
of  "true  stories"  carried  romance  to  women.  The  magazines  which  strove 
to  please  a  more  literate  women's  audience  offered  fiction  in  superior 
grammar  but  with  little  more  relation  to  life.  And  all  through  the  organs 
of  public  opinion,  marking  the  temper  of  the  time,  ran  the  glorification 
of  advertising,  press  agentry,  and  "public-relations  counselling,"  their 
more  elegant  relative.  Disposing  of  goods  rather  than  producing  them 
was  the  problem.  In  an  economy  pivoting  on  consumers'  durables,  the 
salesman  in  print  and  person  was  crucially  necessary.  For  it  required 
skilful  persuasion  to  make  people  discard  usable  cars,  radios,  and  house- 
hold equipment  for  newer  and  presumably  handsomer  models.  In  the  sale 
of  real  estate  and  securities,  and  of  goods  required  at  levels  farther  from 
the  consumer,  the  talents  of  the  salesman  were  in  even  greater  demand 
and  more  amply  rewarded.  Symptomatic  was  a  change  in  the  meaning 
of  words:  "selling  oneself"  became  counsel  to  be  given  the  young  rather 
than  a  euphemism  for  prostitution. 

AMERICA'S  CHANGING  FACE 

Urbanization  continued  to  advance.  In  1910,  38  per  cent  of  the  popula- 
tion lived  in  towns  of  more  than  8,000  people;  that  figure  rose  to  45  per 
cent  in  1920  and  48  per  cent  ten  years  later.  Greatest  growth  was  on  the 
periphery  rather  than  at  the  center  of  urban  areas,  however;  metropolitan 
regions  rather  than  the  very  largest  cities  showed  the  heaviest  population 
gains.  As  urban  numbers  increased,  cities  reared  skyward.  Tall  buildings 
multiplied  after  1920.  Nor  were  they  confined  to  metropolitan  centers. 
Builders  in  smaller  cities  displayed  the  exuberance  of  their  hopes  by  erect- 
ing lesser  skyscrapers.  When  Nebraska  decided  to  erect  a  new  capital, 
the  winning  design  cast  aside  the  conventional  domed  building  with 
extending  wings  for  a  tower  soaring  above  broad  lawns. 

While  rural  dwellers  diminished  in  number,  the  automobile  made  it 
possible  for  urban  workers  to  live  outside  the  most  crowded  areas.  The 
real  estate  boom  of  the  20's— when  25  to  33  per  cent  of  domestic  private 
investment  was  in  residential  construction— had  its  roots  in  title  growth  of 
"Suburbia."  The  "bedroom  town"  began  to  concern  sociologists.  For 
suburban  communities  had  no  independent  economic  life;  their  perma- 
nent daytime  population  was  made  up  of  women  and  children;  their 
adult  and  directing  inhabitants  returned  only  to  spend  their  leisure. 

The  prevalence  of  urban  living  helped  alter  the  position  of  women. 
Opportunities  for  work  increased  with  the  expansion  in  trade,  profes- 
sional, and  especially  clerical  employments.  In  1919,  the  federal  civil 
service  was  opened  to  women;  in  1932,  President  Hoover  ordered  civil 


356  ECONOMIC  EXPANSION 

service  posts  to  be  given  to  the  highest-ranking  candidate,  regardless  of 
sex.  By  1930?  3.75  million  women  held  jobs  and  ran  their  homes  besides; 
a  million  of  these  were  the  sole  support  of  those  homes. 

Urbanization  not  only  set  wives  and  daughters  working  but  contracted 
living  quarters  and  so  encouraged  smaller  families.  As  servants  became 
more  expensive  and  labor-saving  devices  more  available,  middle-class 
wives  preferred  the  ease  of  caring  for  small  homes  to  the  space  some 
husbands  favored.  Small  homes  meant  small  families,  too;  birthrates  fell 
although  the  marriage  age  dropped.  Divorces  per  100  marriages  rose 
from  7.9  in  1900  to  13.4  in  1920  and  17.0  in  1930. 

Despite  greater  economic  independence  and  more  time  free  from 
housekeeping  and  childrearing,  women's  suffrage,  which  professional 
politicians  had  viewed  so  distrustfully,  created  no  reservoirs  of  disturb- 
ing political  independence.  Indeed,  since  women  voted  as  individuals,  not 
as  a  sex,  their  suffrage  did  not  even  add  another  "minority"  or  "pressure" 
group  to  those  which  political  leaders  must  manipulate  in  order  to  reach 
power. 

Yet,  with  leisure  and  money  at  command,  American  women  became 
more  than  ever  the  arbiters  of  American  taste.  Women  supplied  an 
increasing  number  of  the  nation's  teachers,  staffing  high  schools  as  well 
as  primary  classes.  By  common  consent,  women  were  the  nation's  readers, 
the  markets  to  which  writers  must  address  themselves  to  secure  large 
returns.  As  writers— and  women  produced  not  only  competent  best 
sellers  but  some  of  the  finest  novels  of  the  period—women  exercised 
further  effects  on  taste.  Greatest  of  all  influence  came  from  the  fact 
that,  more  and  more,  urban  women  controlled  family  expenditures. 
Although  there  can  be  no  statistical  evidence,  it  is  important  to  note  that 
consumers'  durables  were  more  significant  in  the  American  economy  than 
in  England,  where  men  held  the  purse  strings,  gave  their  wives  household 
allowances,  and  put  much  of  the  remainder  into  the  temporary  enjoy- 
ments of  beer  and  gambling.  Since  women  spent  the  family  income  and 
were  consulted  even  upon  the  acquisition  of  mechanical  objects  like 
automobiles,  manufacturers  found  it  profitable  to  produce  merchandise 
that  would  appeal  to  the  eye.  Even  Henry  Ford  could  not  withstand  the 
pressure.  When  other  manufacturers  offered  a  handsomer  vehicle  than 
the  standard  Model  T  at  a  comparable  price,  it  was  replaced  by  a  more 
sightly  machine. 

The  women  who  thus  shaped  American  taste  themselves  changed 
shape.  For  the  first  time  since  the  days  f  Napoleon,  women's  clothes 
revealed  something  approximating  the  natural  form.  Slenderness  became 
the  fashion.  The  cloudy-haired,  plumply  sweet  innocence  which  had  been 
the  feminine  ideal  before  World  War  I  gave  way  to  sleek  worldliness. 
Rouge  became  respectable.  The  value  of  United  States  cosmetic  produc- 
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tion  increased  from  $90  to  $193  million  between  1923  and  1929.  The 
cigarette,  which  had  so  shocked  White  House  aide  Archie  Butt  when 
seen  between  a  lady's  lips  in  1909,  became  so  much  a  part  of  the  feminine 
armory  that  cigarette  advertisements  began  to  show  their  ornamental 
models  indulging  in  their  products.  As  Prohibition  gave  liquor  the  savor 
of  forbidden  fruit,  women  learned  that  drinking  might  be  pleasurable. 
Flaming  Youth  thrust  aside  the  Perfect  Lady. 

FAITH  AND  PHILANTHROPY 

fchristian  churches  reckoned  their  membership  at  27.95  million  Protes- 
tantlTSnd  17.88  million  Catholics  in  1921;  ten  years  later,  the  count  was 
31.04  and  19.66.  The  most  striking  Protestant  phenomenon  of  the  decade 
was  the  development  of  Fundamentalism  since  that  expressed  the  rebel- 
lion of  rural  groups  against  urban  notions  of  evolution  in  science  and  the 
possibility  of  change  in  moral  standards.  Nevertheless  it  should  not  be 
forgotten  that  clergymen  like  John  Roach  Straton  of  New  York  were 
among  the  Fundamentalist  leaders  in  their  denominations.  Fundamental- 
ists accepted  the  Bible's  account  of  the  origin  of  the  universe  and  insisted 
that  the  English  translation  of  the  Biblical  text  must  be  taken  literally 
as  factual  truth,  and  not  regarded  primarily  as  a  guide  to  moral  conduct 
and  spiritual  redemption.  To  preserve  this  Scriptural  literalism  among 
the  evangelical  denominations,  William  B.  Riley  founded  the  World's 
Christian  Fundamentals  Association  in  1918.  The  theory  of  evolution 
symbolized  rejection  of  Scriptural  literalism.  Hence,  by  1923,  Riley  shifted 
the  main  emphasis  of  his  effort  to  the  prevention  of  the  teaching  of 
evolution  in  public  schools.  As  will  be  seen  below,  the  campaigns  waged 
by  groups  accepting  similar  opinions  had  considerable  success  during 
the  1920's. 

Church  membership  grew.  Churches  succeeded  in  imposing  their 
standards  upon  all  their  fellow  citizens  so  far  as  law  could  do,  for 
Prohibition  and  antievolution  statutes  were  considered  to  owe  much  of 
their  success  to  the  support  of  certain  denominations.  Yet  neutral  observ- 
ers wondered  whether  religion  exercised  an  influence  in  American  life 
proportionate  to  the  number  of  its  adherents.  The  cynical  even  main- 
tained that  it  was  easier  to  find  instances  of  the  seven  deadly  sins  in 
general  practice  than  examples  of  the  seven  cardinal  virtuesY 

Between  1900  and  1925,  the  amount  contributed  fbfphilanthropic 
effort  increased  fourfold.  While  the  share  given  for  health  and  education 
rose  from  17  to  35  per  cent,  the  proportion  assigned  religious  work 
diminished.  In  the  years  1921-30,  $20.75  billion  was  devoted  to  charitable 
and  philanthropic  effort— religious,  educational,  and  remedial.  Increas- 
ingly, such  effort  became  institutionalized.  The  wealthy  (whose  bequests 
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accounted  for  6  per  cent  of  all  money  left  for  such  purposes)  organized 
foundations  to  carry  out  the  purposes  of  such  gifts.  Between  1920  and 
1930,  41  such  organizations  were  set  up;  only  28  had  been  organized 
between  1900  and  1920.  The  foundations  generally  were  controlled  by 
trustees  who  chose  their  own  successors,  hence  their  policies  were  beyond 
public  knowledge  or  criticism.  Since  foundations  ranked  only  below 
business  and  the  press  in  shaping  certain  aspects  of  American  life,  the 
fact  that  they  were  guided  by  conservative  elderly  gentlemen  educated 
in  the  law  rather  than  the  arts  or  science  had  a  significant  influence  upon 
the  health,  social  welfare,  and  higher  education  programs  on  which  so 
much  of  the  foundations'  funds  were  expended.  The  new  philanthropy 
contributed  to  the  advancement  of  medicine  and  to  the  spread  of  profes- 
sional standards  in  such  fields  as  social  work.  There,  too,  the  temper  of 
the  time  contributed  to  a  shift  of  emphasis.  Consideration  of  fundamental 
causes  of  social  distress,  which  had  been  characteristic  of  the  followers 
of  Jane  Addams,  gave  way  to  concentration  on  immediate  problems  of 
individual  "cases," .and  later— as  public  relief  expanded  with  the  depres- 
sion—to concentration  on  the  "adjustment"  of  those  cases  to  their  environ- 
ment. 

SCIENTIFIC  ADVANCE 

Science  became  a  "word  of  power"  in  the  1920's.  The  growth  of  indus- 
tries like  chemical,  electrical,  and  radio  manufacturing  gave  scientific 
and  technological  research  the  backing  of  business.  Companies  estab- 
lished their  own  research  departments  and  subsidized  university  students 
and  laboratories;  of  5,000  industrial  groups  questioned  in  1927,  599  replied 
and  208  reported  having  spent  $11.9  million  in  research.  The  stimulating 
effect  of  World  War  I  upon  chemical  production  has  already  been  noted. 
By  1931,  research  and  exploration  uncovered  a  new  source  of  potassium 
in  New  Mexico  and  broke  the  German  monopoly  on  that  important 
mineral  Rayon  became  so  significant  that  it  threatened  the  prosperity 
of  cotton  growers  and  of  spinners  who  could  not  adapt  their  machinery 
to  its  use.  Plastics  production  brought  cellophane  wrappings  and  cellulose 
sausage  casings  into  use.  Metallurgy  created  new  steels  for  springs,  high 
temperature  work,  and  corrosion  resistance  as  well  as  cheaper  filaments 
for  radio  tubes.  Nonshatterable  glass  made  automobile  driving  safer  and 
lessened  danger  from  fire.  The  use  of  cord  instead  of  fabric  made  auto- 
mobile tires  cheaper  and  more  durable.  Processes  for  breaking  down 
petroleum  hydrocarbons  opened  the  door  to  new  synthetic  materials. 
Edible  oils  were  refined  by  a  cheaper  process,  which  improved  the  diet 
but  also  offered  competition  to  hard-pressed  hog  producers.  New  paints, 
dyes,  and  fabrics  bore  further  witness  to  the  advance  of  chemistry. 

Skyscrapers,  roads,  and  bridges  gave  additional  evidence  of  the  mas- 
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tery  of  techniques.  Indeed,  "engineer"  became  a  "conjure"  word  and 
employments  like  furnace-tending  and  plumbing  sought  dignity  in  the 
"engineering"  label.  With  no  sense  of  incongruity,  sociologists,  vocational 
advisers,  and  even  ministers,  adopted  "human  engineering"  to  describe 
their  work.  Desire  to  have  an  engineer  in  the  White  House  helped  elect 
Herbert  Hoover  President  and  surround  him  with  an  air  of  lofty  regard 
for  the  facts,  carefully  ascertained  and  relentlessly  publicized. 

Medicine  and  public  health  pressed  forward  during  the  20's.  By  1935, 
largely  because  of  such  public  health  measures  as  supervision  of  milk 
supplies  and  their  handlers,  public  water  systems,  and  better  methods  of 
sewage  disposal,  diphtheria,  enteritis,  and  typhoid  had  disappeared  from 
their  1911  place  among  the  ten  chief  causes  of  death  in  the  United  States. 
In  1910,  expectation  of  life  at  birth  was  50.2  years  for  white  males;  the 
figure  was  54.1  years  in  1919-20  and  58.8  in  1929-30.  In  1911-12,  expecta- 
tion of  life  at  birth  was  46.6  for  industrial  policyholders  as  against  53.04 
years  for  the  general  population.  By  1935,  the  figures  were  60.2  and 
61.39  years;  the  gap  between  the  socially  advantaged  and  their  fellow- 
citizens  was  lessening.  Greatest  gains  had  been  made  in  the  1-4-year  age 
group. 

As  sanitation  and  immunization  helped  cut  the  death  rate,  research 
helped  ease  the  suffering  of  individuals.  New  research  on  the  functioning 
of  the  ductless  glands  aided  in  fighting  such  diseases  as  diabetes  and 
goiter.  Endocrine  investigations  produced  health  fads,  too,  and  a  vogue 
for  explaining  all  human  conduct  in  terms  of  glandular  function.  Greater 
understanding  of  nutrition  guarded  children  against  rickets  and  retarded 
growth.  Knowledge  of  the  body's  need  for  food  spread  rapidly  from  the 
laboratory  to  the  kitchen  through  the  schools  and  the  women's  maga- 
zines, and  a  surprising  number  of  women  showed  alert  readiness  to  feed 
their  families  more  intelligently  when  income  permitted.  Fashion  and 
health  counsel  moved  in  unaccustomed  accord  in  this  instance,  for  the 
fruits,  vegetables,  and  milk  which  the  nutritionists  stressed  made  for 
greater  slenderness  than  the  refined  sugar  and  starch  whose  consump- 
tion they  deplored. 

In  physics,  new  theories  altered  the  world  view  of  scientists  in  a 
fashion  which  bewildered  the  lay  public.  The  physics  of  Isaac  Newton 
had  offered  the  picture  of  a  world  governed  by  invariable  natural  law 
and  completely  predictable  if  all  the  relevant  facts  were  accurately 
assembled.  Modern  mathematicians  and  physicists  presented  a  picture 
of  a  universe  which  could  never  be  entirely  comprehended,  no  matter 
how  complete  the  data.  Some  grasped  at  the  justification  for  faith  offered 
by  the  scientists'  admission  that  in  any  observation,  the  observer  as  well 
as  the  thing  observed  must  be  taken  account  of.  Others  berated  scientists 
for  inability  to  remain  of  the  same  mind  two  years  running.  American 
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physicists  like  Robert  A,  Millikan  and  Arthur  Compton,  went  on  work- 
ing, adding  to  the  body  of  knowledge,  and  bringing  Nobel  awards  to  the 
United  States. 

In  biology,  Thomas  Hunt  Morgan  and  his  co-workers  continued  their 
studies  in  genetics.  Plant  and  animal  breeders  were  soon  enabled  to 
apply  the  new  knowledge  to  making  agriculture  more  productive.  Most 
public  interest  in  biology  turned  to  the  theory  of  evolution,  for  that 
struck  at  the  fundamentals  certain  church  groups  had  rallied  to  defend. 
Once  more,  William  Jennings  Bryan  led  rural  America,  this  time  against 
those  who  taught  that  man  was  evolved  from  biologically  inferior  forms 
and  not  specially  created.  In  1925,  the  Florida  legislature  declared  it 
"against  the  interests  of  the  State  to  teach  any  theory  that  relates  man 
in  blood  relationship  with  any  lower  animal"  In  March  of  that  year, 
Tennessee  adopted  an  "Act  Prohibiting  the  Teaching  of  the  Evolution 
Theory"7  in  state-supported  schools.  When  John  Thomas  Scopes,  a  science 
teacher  in  the  Dayton,  Tennessee,  High  School,  gave  his  class  a  lesson 
in  the  Darwinian  theory,  he  was  charged  with  breaking  the  law.  During 
the  test  case  which  followed,  the  nation's  newspaper  readers  were  regaled 
by  the  spectacle  of  Bryan  defending  Tennessee  against  Clarence  Darrow's 
attack  in  behalf  of  science. 

Interestingly  enough,  few  of  those  who  gathered  at  Dayton  to  jeer 
met  Bryan  on  his  ground  of  "the  hand  which  writes  the  paychecks  shall 
dictate  the  payees'  opinions.'*  Even  Walter  Lippmann  skirted  the  issue 
in  his  University  of  Virginia  lectures.  Liberty  depended  on  limiting  the 
power,  and  the  moral  authority,  of  majorities,  but  how  that  limitation 
was  to  be  made  a  fact  in  state-supported  education  neither  he  nor  other 
spokesmen  for  intellectual  freedom  could  make  clear.  Mississippi  (1926), 
Arkansas  (1928),  and  Texas  (1929)  Mowed  Tennessee  in  keeping  their 
children  pure  of  knowledge  of  evolution.  In  other  states,  like  California, 
textbook-purchase  commissions  accomplished  the  same  end  without 
legislation.  After  1929,  Fundamentalist  lecturers  like  Gerald  B.  Winrod 
shifted  their  concern:  instead  of  saving  society  from  evolution,  they 
sought  to  rescue  it  from  the  CIO,  the  Jews,  the  Catholics,  and  Franklin 
D.  Roosevelt.  In  subsequent  decades,  antievolution  laws  may  have  been 
less  rigorously  enforced,  but  so  late  as  1946,  students  at  Mississippi  col- 
leges reported  that  clerks  tore  sections  on  evolution  out  of  their  textbooks. 
(Minorities  as  well  as  majorities  dictated  what  knowledge  might  be 
imparted,  incidentally;  in  1950,  the  New  York  State  secondary  school 
authorities  no  longer  required  pupils  to  be  acquainted  with  the  germ 
theory  of  disease  because  that  view  was  contrary  to  the  belief  of  a 
particular  sect.) 

While  man's  place  in  nature  was  thus  disputed  in  the  20's,  man  saw 
his  own  nature  in  new  light  as  psychology  wakened  fresh  interest  and 
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"conditioned  reflexes"  and  "inferiority  complexes"  entered  the  vocabulary 
of  conversation.  Once  again,  World  War  I  gave  impetus  to  new  knowl- 
edge. Use  of  standardized  lists  of  questions  given  to  soldiers  acquainted 
the  public  with  intelligence  testing.  After  demobilization,  the  technique 
was  applied  largely  in  education,  often  with  more  enthusiasm  than  dis- 
crimination. In  industry,  new  tests  were  devised  and  put  to  work  in  the 
selection  of  employees.  Of  half  a  million  draftees  examined  during  World 
War  I,  20  in  1,000  suffered  from  mental  or  nervous  disease  or  defect; 
by  1927,  46.7  per  cent  of  all  veterans  treated  in  federal  hospitals  had 
psychiatric  disorders.  Knowledge  of  these  facts  opened  the  way  for 
wider  interest  in  psychology  and  its  theories.  Behaviorism,  which  denied 
consciousness  and  explained  all  mental  life  in  terms  of  habit  training 
and  the  conditioned  reflex  observed  in  animals,  was  turned  into  a  fad 
and  finally  perished  of  exaggeration. 

The  ideas  of  Sigmund  Freud  were  of  more  lasting  effect.  As  early  as 
1909,  G.  Stanley  Hall  had  brought  Freud  to  lecture  at  Clark  University, 
but  not  until  the  early  1920's  was  psychoanalysis  accepted  by  a  significant 
body  of  medical  opinion.  Freud's  emphasis  on  sex  hastened  popular 
awareness  of  his  ideas,  for  it  spiced  science  with  the  scandalous.  On  a 
more  serious  level,  Freud  had  some  influence  on  education  (though  far 
less  than  later  decades  were  to  show),  considerable  effect  on  the  genteel 
(who  reacted  sharply  to  Freud's  assertion  that  young  children  had  sex 
awareness  because  that  denied  the  dogma  of  the  "purity"  of  childhood), 
and  more  on  the  social  studies  and  literature.  Economic  analysis  had  set 
historians  and  political  scientists  looking  below  social  surfaces.  Abused 
though  it  might  be  by  glib  pretenders,  Freudian  theory  further  con- 
vinced students  that  the  conduct  of  man  in  society  required  a  plurality  of 
interpretations  and  could  not  be  pigeonholed  under  any  single  label. 

EDUCATION  AND  THE  SOCIAL  STUDIES 

In  education,  the  ideas  of  John  Dewey  were  widely  accepted.  Foreign 
educators  sought  his  counsel;  in  the  United  States,  the  Dewey  influence 
brought  new  aims  to  elementary  teaching.  In  words,  at  least,  educators 
agreed  that  school  should  offer  experiences  meaningful  in  the  child's 
present  life  as  well  as  useful  equipment  for  his  future.  Secondary  educa- 
tion grew  rapidly:  high  school  enrollment  increased  from  1.2  million  in 
1913-14  to  3.75  million  in  1925-26;  the  amount  spent  rose  from  $68.9  to 
$697.9  million  in  the  same  period.  Since  many  of  the  high  schools'  pupils 
would  not  proceed  to  college,  a  new  kind  of  secondary  education  was 
needed.  In  efforts  to  meet  the  problem,  educators  turned  to  vocational 
training.  Communities  spent  large  sums  to  equip  their  high  schools  to 
teach  crafts  like  woodworking,  electrical  installation,  automobile  repair- 
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ing,  office  practice,  sewing,  cookery,  and  household  management,  federal 
aid  through  the  Smith-Hughes  Act  of  1917,  under  the  supervision  of  the 
Federal  Board  for  Vocational  Education,  sped  vocational  training.  Con- 
cern over  frustration  in  school  as  a  cause  of  juvenile  delinquency  also 
prompted  emphasis  on  such  educational  programs  for  the  benefit  of  less 
proficient  students.  In  many  areas,  the  local  high  school  became  a  center 
of  community  social  life,  and  towns  torn  by  alienation  among  social 
groups  found  in  enthusiasm  for  the  high  school  basketball  team  their  one 
opportunity  for  all  to  share  the  same  loyalty. 

As  a  result  of  greater  interest  in  education  and  of  diminishing  immigra- 
tion, the  rate  of  illiteracy  dropped  to  60  per  1,000  in  1920  and  43  in  1930. 
Nonetheless,  many  observers  were  dubious  of  developments  in  secondary 
education.  While  vocational  training  might  be  socially  necessary,  its 
costly  installations  often  depleted  funds  needed  to  provide  the  facilities 
and  instructors  required  by  students  of  an  intellectual  bent.  Furthermore, 
the  schools  tended  to  train  for  crafts  which  were  diminishing  in  impor- 
tance rather  than  for  the  semiskilled  work  by  which  most  of  their  pupils 
must  earn  their  livings. 

Doubt  prevailed  among  observers  of  higher  education,  too.  More 
students  were  enrolled,  1,121,154  in  1929-30  as  against  325,219  in  1913-14, 
but  the  quality  of  their  training  sometimes  seemed  problematical.  The 
fixed  curriculum  had  disappeared.  Science  had  won  equality  with  the 
classics;  now  vocational  courses  claimed  like  status.  If  fitly  taught,  any 
subject  could  be  a  liberal  study;  physical  education,  business,  and  home 
economics  had  as  good  a  claim  as  philosophy  on  a  bachelor's  degree. 
Many  institutions  came  to  award  the  diploma  on  an  accounting  basis. 
To  earn  his  degree,  they  asked  the  student  to  give  evidence  not  of  definite 
accomplishment  but  of  completing  a  certain  number  of  courses. 

In  graduate  training,  specialization  proceeded  apace.  Besides  univer- 
sity facilities,  research  foundations  like  the  Brookings  Institution  at- 
tempted to  do  for  the  social  disciplines  what  similar  organizations  did  for 
physical  science.  They  offered  training  beyond  the  level  of  the  university 
graduate  school  by  giving  selected  persons  an  opportunity  to  help  pre- 
pare research  studies,  generally  in  connection  with  current  problems. 
Independent  organizations  like  the  New  School  for  Social  Research 
moved  to  provide  adults  with  further  education  on  a  mature  level,  a 
practice  which  was  to  spread  in  decades  to  come. 

History  aroused  considerable  popular  interest,  often  of  such  grotesque 
sort  as  Chicago  Mayor  Thompson's  declaration  of  war  between  himself 
and  George  III.  Freudian  psychology  inspired  a  new  variety  of  biography 
which  attempted  to  "debunk"  great  men  and  paint  them  in  their  human- 
ity. While  the  debunkers  chipped  at  feet  of  clay,  scholarly  work  like 
Beveridge's  Lincoln  won  many  readers.  Even  more  readers  bought 
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H.  G.  Wells'  Outline  of  History,  which  remained  a  best  seller  two  years 
running,  and  prompted  a  multitude  of  similar  books  in  other  fields,  each 
offering  simply  condensed  knowledge  to  those  who  sought  royal  roads  to 
learning.  On  the  academic  level,  material  which  had  been  considered 
almost  shocking  mistreatment  of  history  before  World  War  I  became 
a  commonplace  of  interpretation  thereafter.  In  complete  disregard  of 
the  dogma  that  history  was  past  politics,  historians  took  all  life  for  their 
province.  One  of  the  most  notable  works  resulting  from  the  new  trend 
was  Charles  and  Mary  Beard's  Rise  of  American  Civilization.  Co- 
operative enterprise  in  historical  scholarship  resulted  in  series  like  the 
History  of  American  Life,  with  its  concern  for  social  developments,  and 
in  plans  for  a  significant  work  of  the  decade  to  come,  the  Dictionary  of 
American  Biography.  Here  again,  the  space  given  inventors,  business 
leaders,  social  reformers,  artists,  and  scientists  showed  how  far-reaching 
was  the  effect  of  a  larger  conception  of  history. 

In  economics,  study  of  specific  industrial  and  financial  developments 
within  the  framework  of  American  social,  political,  and  legal  institutions 
wakened  as  much  interest  as  the  assembly  of  economic  theories  from  the 
great  variety  available  to  teachers.  Students  thus  had  their  attention 
directed  toward  the  dynamic  economic  world  about  them  rather  than 
toward  concern  with  what  would  happen  if  static  conditions  prevailed 
and  never  were  altered  by  technological,  political,  or  social  changes. 
Economists  did  particularly  rewarding  work  in  the  shape  of  factual  and 
statistical  studies  such  as  those  for  which  Wesley  Glair  Mitchell  had  set 
the  model  with  his  work  on  the  business  cycle.  Other  economists  gave 
particular  attention  to  immediate  issues,  sometimes  with  less  fortunate 
results,  as  when  Professor  Thomas  G.  Carver  of  Harvard  declared  that 
the  United  States  had  passed  through  an  economic  revolution  to  emerge 
onto  a  plateau  of  permanent  prosperity. 

jAmerican  anthropologists  put  their  chief  emphasis  on  field  studies 
rattier  than  on  the  speculation  about  social  origins  which  had  fascinated 
previous  generations  of  students.  Their  own  work,  and  that  of  foreign 
students,  did  much  to  show  American  readers  how  social  institutions  and 
moral  standards  varied  among  different  cultures.  Their  own  standards 
and  practices  were  not  the  only  ones  possible,  many  realized,  nor  need 
they  be  considered  forever  valid.  Sociologists  recognized  the  value  of 
such  concepts.  Some  even  adapted  the  methods  of  anthropological  field 
study  and  tried  to  examine  segments  of  American  life  with  the  objectivity 
they  might  use  in  observing  a  new  primitive  culture.  Thus,  the  social 
survey  of  the  years  before  World  War  I— which  often  sought  to  find 
remedies  for  special  evils— was  transformed,  as,  for  good  or  ill,  sociol- 
ogists freed  themselves  from  preoccupation  with  reform.  In  Middletown, 
which  appeared  in  1929,  Robert  M.  and  Helen  S.  Lynd  produced  a 
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community  study  which  had  something  of  the  vividness  and  immediacy 
of  a  good  novel. 

While  Vice-President  Dawes  deplored  the  fact  that  differences  among 
our  people  "tend  to  become  economic  in  nature  instead  of  chiefly  being 
governmental,  or  rather  constitutional,  as  in  times  past,"  political  scien- 
tists turned  from  analyzing  sovereignty  to  studying  present  political  life. 
Many  chose  for  inquiry  the  activities  of  pressure  groups  and  the  processes 
by  which  public  opinion  grew  and  influenced  political  action.  Even 
students  of  the  law  concerned  themselves  with  facts.  In  their  dissents, 
Justices  Holmes  and  Brandeis  upheld  legislatures  in  the  right  to  experi- 
ment as  against  courts'  attempts  to  petrify  the  law.  Justice  Cardozo  pub- 
lished his  Nature  of  the  Judicial  Process,  which  showed  that  it  was  men, 
not  logic-chopping  machines,  who  wrote  the  decisions  that  shaped  society 
through  its  law. 

In  the  20's,  John  Dewey  took  William  James7  place  as  chief  American 
philosopher.  Philosophy  had  purpose,  Dewey  maintained.  Philosophers 
could  no  longer  merely  initiate  their  students  into  an  elaborate  verbal 
game.  [Rather,  in  a  world  being  ever  reshaped  by  a  dynamic  science, 
philosophers  must  offer  intellectual  and  moral  guidance  even  when  they 
could  not  offer  certainty.  For  although  the  will  to  believe  was  necessary, 
moral  and  philosophical  absolutes  could  not  be  established.  Because  of 
that  contention,  many  Americans  found  the  ideas  of  James  and  Dewey 
unsatisfactory.  They  wanted  final  answers  good  for  all  time,  not  a  method 
for  learning  to  adapt  themselves  to  an  ever-changing  universe. 

THE  FINE  ARTS 

American  music  sought  to  achieve  maturity  during  the  1920's.  Educa- 
tion in  classical  music  spread  farther  and  deeper.  Symphony  orchestras 
were  organized  outside  the  older  centers  of  New  York,  Boston,  Phila- 
delphia, and  Chicago.  To  areas  where  such  formal  musical  organizations 
could  not  be  maintained  and  even  to  isolated  individuals,  the  radio 
brought  fine  performances  of  the  great  works  of  the  past.  Private  wealth 
and  its  foundations  offered  some  support  to  American  composers  of  the 
present,  even  to  those  who  worked  in  the  difficult  modern  idiom.  Yet 
it  could  not  be  said  that  achievement  matched  effort  or  expenditure. 
The  dance  madness  of  the  decade  brought  fresh  popularity  to  jazz. 
That  won  recognition  as  at  least  a  "popular  art,"  and  some  musical  his- 
torians were  to  find  jazz  a  more  significant  American  contribution  to  the 
world's  music  than  work  that  made  greater  pretensions. 

Although  Spanish  Renaissance  became  the  style  most  favored  by  con- 
ventional architects,  American  functionalism  began  to  win  the  recogni- 
tion in  the  United  States  which  it  had  already  secured  in  Europe.  Grad- 
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ually,  architects  treated  the  tall  building  for  what  it  was— a  steel  and 
concrete  structure  meant  to  house  work.  To  be  sure,  a  cloud  of  Gothic 
fancy  might  float  about  skyscraper  towers,  but  one  might  say,  plausibly. 
that  business,  the  core  of  American  life,  deserved  to  live  in  cathedrals' 
majesty.  Residential  builders,  particularly  in  the  new  "subdivisions" 
which  embodied  the  real  estate  boom,  ran  riot  among  the  styles  of  the 
past.  Such  borrowing  tended  to  be  more  consistent,  however,  and  it  often 
imitated  the  simplicity  of  colonial  styles  instead  of  the  jigsaw,  and  ginger- 
bread of  the  turn  of  tie  century. 

The  United  States  had  had  its  first  sight  of  modern  art  at  the  New 
York  Armory  Show  of  1913.  War  and  attacks  by  established  critics  had 
a  dampening  effect;  nevertheless,  American  artists  kindled  to  the  promise 
held  by  a  fresh  vision  of  the  world.  Theirs  was  no  easy  path.  Collectors 
who  cherished  the  new  school  bought  the  work  of  foreign  masters. 
Institutions  like  New  York's  Metropolitan  Museum  of  Art  would  have 
nothing  to  do  with  modern  work.  Gradually,  critical  hostility  lessened 
and  the  new  school  won  more  general  acceptance.  By  1930,  New  York 
had  museums  devoted  to  modern  art  and  to  the  work  of  American  artists, 
Increasingly,  those  interested  in  the  growth  and  development  of  artistic 
expression  found  that  the  United  States  had  a  folk  art  of  its  own.  The 
work  of  colonial  and  early  nineteenth-century  craftsmen  was  more  appre- 
ciated; the  pottery  and  textiles  of  present-day  Indians  offered  new 
sources  of  inspiration.  In  efforts  to  bring  examples  of  creative  art  to  a 
larger  audience  and  to  free  the  artist  from  dependence  on  patronage, 
organizations  like  the  American  Artists  Group  and  the  Association  of 
American  Artists  were  formed. 

While  painters,  architects,  and  sculptors  struggled  to  break  new  paths, 
some  of  their  attempts  filtered  down  to  help  improve  popular  taste. 
Schools  gave  greater  attention  to  art  and  although  formal  instruction  was 
often  unimaginative,  at  least  it  tanght  many  pupils  how  to  use  their  eyes. 
New  consumption  habits  with  their  stress  on  clothing,  house  furnishings, 
and  automobiles  offered  opportunity  for  the  application  of  taste  to  the 
products  of  large-scale  industry.  Art  and  engineering  joined  forces  in 
industrial  design;  mechanical  objects  appeared  for  what  they  were.  Even 
house  furnishings  tended  to  emerge  from  the  smother  and  clutter  of  "cozi- 
ness,"  although  the  overstuffed  suite  retained  too  many  of  its  partisans. 

LITERATURE  AND  THE  DRAMA 

In  the  years  following  World  War  I,  the  American  theater  became 
adult  even  while  it  began  to  wither  before  competition  from  the  movies. 
Nevertheless,  in  areas  where  the  commercial  theater  disappeared,  or- 
ganized amateur  groups  made  delight  iri  the  stage  for  those  who  shared 
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in  their  productions.  In  metropolitan  areas,  where  the  commercial  theater 
survived,  the  market  tended  to  shrink  for  plays  with  no  more  bite  than 
the  average  movie.  But  gains  were  to  be  noted— even  if  their  effects  were 
to  be  felt  in  diminishing  circles.  Production  standards  improved.  A  quieter 
style  of  playing  won  over  rant;  lighting  and  stagecraft  offered  innovations. 
Playwrights,  meanwhile,  caught  their  world  acutely.  In  comedies  of 
manners,  George  Kelly,  Sidney  Howard,  and  S.  N.  Behrman  presented 
American  life  in  its  variety.  With  Lawrence  Stallings,  Maxwell  Anderson 
brought  something  approaching  war's  reality  to  the  stage  in  What  Price 
Glory.  Alone,  Anderson  wrote  plays  infused  with  poetry.  Eugene  O'Neill 
was  the  master  of  the  decade,  effective  in  the  realist  idiom  of  Anna 
Christie,  striving  to  bring  more  than  the  external  on  the  stage  in  plays 
like  the  Great  God  Brown,  and  in  Strange  Interlude  seeking  to  put  into 
drama  the  interplay  between  speech  and  thinking  and  the  family  myth 
of  Freud. 

Like  the  production  of  newspapers,  book  publishing,  too,  became  a 
large  scale  business  with  New  York  as  its  principal  center,  far  outstripping 
Boston,  Philadelphia,  and  Chicago.  New  firms  like  Simon  and  Schuster 
specialized  in  the  pushing  of  a  few  books  each  season  to  such  good  effect 
that  the  house  was  charged  with  hothouse  forcing  methods  of  producing 
best  sellers.  Alfred  A.  Knopf  engaged  in  the  somewhat  hazardous  venture 
of  publishing  translations  of  Continental  authors  like  Ladislas  Raymont 
and  Sigrid  Undset,  and  so  helped  literate  Americans  become  familiar 
with  modern  European  achievement.  Liberation  from  the  steel  stays  of 
gentility  became  evident  in  other  areas  than  fashion.  Thus,  in  1916,  when 
no  English  publisher  dared  risk  James  Joyce's  Portrait  of  the  Artist  as  a 
"Young  Man,  B.  W.  Huebsch  of  New  York  offered  it  to  American  audi- 
ences. 

Meanwhile,  new  winds  were  blowing  in  criticism.  The  first  gusts  had 
been  felt  before  and  during  World  War  I  in  the  work  of  Joel  Spingarn, 
Randolph  Bourne,  and  Van  Wyck  Brooks.  American  writers  must  mature 
and  face  reality;  past  refusal  had  thinned  the  national  literature.  Figures 
from  the  past  were  drawn  forth  and  shown  in  new  aspects.  Out  of  the 
capsule  of  calumny  came  the  Poe  who  had  inspired  Baudelaire.  Out  of 
neglect  came  Melville  and  Emily  Dickinson.  Even  the  living  benefited 
and  Dreiser,  long  ignored,  won  not  merely  critical  recognition  but  even 
a  degree  of  popularity  for  his  An  American  Tragedy. 

Criticism  ran  in  three  main  streams:  the  attack  on  gentility,  the  attack 
on  romanticism,  and  the  revival  of  agrarian  democracy.  Most  vocal  in  the 
onslaught  against  the  genteel  were  H.  L.  Mencken  and  the  writers  in  his 
magazine,  The  American  Mercury.  More  significant  than  their  sound  and 
fury  of  epithet,  however  delightful  to  the  young,  was  their  championship 
of  American  material  and  style  against  British  literary  standards  and 
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their  emphasis  on  modern  literary  cultures  other  than  English.  Countering 
the  20*s  rebellion  against  tradition,  Paul  Elmer  More  and  Irving  Babbitt 
attacked  romanticism  and  stressed  the  need  for  conserving  influences  in 
education  and  for  training  an  educated  class  to  preserve  American  civil- 
ization from  the  extreme  effects  of  its  commitment  to  democracy.  In 
defense  of  that  democracy,  V.  L.  Parrington  spoke  in  Main  Currents  in 
American  Thought.  Philosophers  pointed  out  its  omissions,  such  as  the 
law  which  did  so  much  to  shape  American  minds.  Literary  critics  found 
a  work  about  literature  grotesque  when  it  ignored  purely  literary  judg- 
ment Yet  even  Parrington^  detractors  admitted  the  largeness  of  his  task 
and  of  the  spirit  in  which  he  met  it. 

Poetry  had  blossomed  before  World  War  I  and  continued  to  fulfil 
promise  afterwards.  Robert  Frost  and  Edwin  Arlington  Robinson  worked 
on  in  their  old  vein;  new  figures  like  Robinson  Jeffers  and  Edna  St.  Vin- 
cent Milky  appeared.  Most  striking,  however,  was  a  deepening  alienation 
between  poet  and  audience.  While  readers  longed  for  lulling  rhythms 
and  content  easy  to  translate  into  prose,  poets  like  Ezra  Pound  and  T.  S. 
Eliot  gave  poetry  in  English  new  techniques  and  images,  ransacking  the 
learning  of  the  past  to  reflect  and  report  the  chaos  they  found  in  the 
present.  The  very  look  of  their  pages  wakened  hostility  among  readers 
raised  on  Tennyson  or  accustomed  to  triumph  over  Browning's  difficulties. 
As  the  decade  went  by,  the  separation  of  poet  and  public  became  more 
profound  until,  it  seemed,  poets  were  writing  only  for  each  other. 

Fiction  escaped  that  peril.  In  every  school  of  the  novel,  the  excellent 
work  produced  found  readers  in  a  measure  which  indicated  how  far 
education  in  that  art  had  proceeded.  Edith  Wharton,  Ellen  Glasgow,  and 
Willa  Gather  wrote  novels  distinguished  for  exquisitely  wrought  form 
combined  with  wise  awareness  of  reality.  The  temper  of  the  time,  how- 
ever, was  better  presented  by  such  neo-romantics  as  F.  Scott  Fitzgerald, 
with  his  golden  lads  who  came  to  dust,  and  Ernest  Hemingway,  who 
helped  create  the  'lost  generation"  Gertrude  Stein  had  said  he  typified. 
Ideas  and  ideals  alike  had  failed  the  men  who  fought  World  War  I  with 
faith  in  their  causes;  the  joys  of  the  senses  were  more  trustworthy.  Sophis- 
ticates and  naturalists  like  James  Branch  Cabell  and  Sinclair  Lewis 
created  no  new  styles.  CabelFs  ornamented  prose  and  convoluted  satire 
seems  reminiscent  of  the  1890's  now,  but  it  was  supreme  in  urbane 
worldly  wisdom  to  its  time,  John  Dos  Passos,  struggled,  not  quite  success- 
fully, to  create  a  new  technique  fit  for  conveying  die  brassy  world  of  the 
Big  Money.  And  if  all  other  memorials  should  vanish,  lower  middle-class, 
mid-West,  machine-age  America  would  stand  alive  and  talking  in  the 
novels  of  Sinclair  Lewis. 

The  short  story  which  long  had  been  a  typically  American  form  of 
fiction,  developed  richly  during  the  20?s.  While  the  popular  weekly  and 
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monthly  magazines  sought  finely-crafted  fairy  tales  to  separate  the  glossy 
columns  of  their  advertisements,  writers  like  Sherwood  Anderson  set  down 
the  predicaments  of  simple  people  groping  bewildered  in  a  world  too 
harsh  for  their  simplicities.  The  world  of  Ring  Lardner  was  harsher  still; 
and  he  saw  it  with  none  of  Anderson's  tenderness;  yet  Lardner,  too, 
looked  on  America  and  captured  it  with  as  true  an  ear  as  Lewis's  own. 
Popular  taste  and  informed  critical  opinion  did  not  often  coincide 
during  the  decade.  Only  twice  between  1920  and  1930  did  the  best-selling 
novel  of  the  year  win  the  Pulitzer  prize  for  outstanding  work  in  fiction. 
Nevertheless,  fiction  best  sellers  of  the  period  far  outranked  their  prede- 
cessors; not  one  dropped  to  the  level  of  Polly  anna  (1913);  and  readers 
were  ready  to  pay  for  such  unflattering  views  of  themselves  as  Sinclair 
Lewis  presented  in  Main  Street  and  Elmer  Gantry.  Of  all  the  nonfiction 
best  sellers  which  appeared  between  1919  and  1929,  however,  only  the 
Education  of  Henry  Adams  can  be  termed  a  distinguished  book.  Ap- 
parently, when  it  came  to  "serious"  reading,  Americans  chose  works  on 
etiquette  and  popularizations  of  history,  philosophy,  and  the  art  of  think- 
ing. Thus,  while  popular  books  of  the  period  reflected  the  mobility  and 
the  striving  of  average  Americans,  its  literature  was  characterized  by 
maturity  of  achievement  and  a  disillusioned  tone  which  made  it  peculiarly 
faithful  to  the  ambiguous  temper  of  the  time. 
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THE  NEW  DEAL 


TOWARD  A  NEW  DEAL 

E  MONTHS  following  October,  1929,  brought  a  reply  to  the  econo- 
JL  mists'  speculations:  the  period  1923-29  had  not  initiated  an  economic 
revolution  in  which  crisis  had  vanished  and  prosperity  spiralled  upward 
forever.  On  October  24,  a  selling  wave  broke  over  the  New  York  Stock 
Exchange.  During  the  two  weeks  following,  securities  values  shrank  by 
$25  billion.  The  "permanent  plateau"  of  prosperity  sank  like  the  fabled 
Atlantis. 

Yet  stock  market  collapse  was  a  symptom  rather  than  a  cause;  the 
deflation  setting  in  had  deeper  roots.  Debt  had  grown  rapidly.  Between 
1920  and  1929,  while  national  income  rose  from  $74.2  to  $87.2  billion, 
private  long-term  debt  increased  from  $46.2  to  $84.2  billion.  Of  this,  46.3 
per  cent  was  in  the  form  of  nonfarm  mortgages  and  fixed-interest  obliga- 
tions owned  by  institutional  investors,  a  fact  which  was  to  have  much 
influence  upon  governmental  attitudes  toward  the  deflationary  process. 
Important  as  was  the  growth  of  fixed-interest  debt,  economic  maladjust- 
ment went  farther.  Since  the  price  collapse  of  1920,  American  agriculture 
—for  the  first  time  since  1897— had  been  depressed.  Secondly,  the  eco- 
nomic growth  of  the  1920's  had  bypassed  such  important  segments  of  the 
economy  as  the  coal  and  textile  industries;  United  States  railroads  had 
not  shared  in  the  decades  prosperity,  yet  railroad  bonds  constituted  a 
significant  factor  in  total  long-term  private  debt. 

Thirdly,  while  national  income  and  productivity  rose,  employment  and 
income  distribution  presented  problems  which  had  been  barely  realized, v 
let  alone  adequately  studied.  For  example,  manufacturing  and  railroad 
occupations,  where  wages  tended  to  be  above  average,  declined  while 
service  and  trade  occupations  increased.  With  growing  industrialization 
in  the  South,  employment  grew  most  rapidly  in  lower-pay  geographic  as 
well  as  economic  areas.  Perhaps  these  facts  are  reflected  in  the  proportion 
of  national  income  taken  by  wages  and  dividends:  the  former  moved 
irregularly  from  60.4  to  59.1  per  cent  from  1923  to  1929;  the  latter  rose, 
with  but  one  drop,  from  5.4  to  7.2  per  cent.  Although  $2,000  was  reckoned 
the  annual  income  needed  to  provide  a  minimum  level  of  family  living 
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in  urban  areas,  a  Brookings  Institution  study  showed  more  than  half  the 
income  recipients  receiving  less. 

Thus,  concentration  of  income,  with  large  increases  at  the  highest  level, 
gave  further  impetus  to  maladjustment,  for  it  provided  more  savings  than 
could  find  profitable  .outlet  in  supplying  consumer  demand.  Consequently, 
investment  funds  shifted  to  foreign  securities  and  then  to  manipulation 
of  domestic  stocks  in  an  effort  to  secure  control  of  enterprises.  Fiscal 
management  did  little  to  alter  the  situation,  for  the  Mellon  tax  policy  was 
based  on  the  "trickle  down"  theory:  if  recipients  of  the  highest  incomes 
were  sufficiently  free  of  restraint  and  taxation,  investment  of  their  savings 
would  insure  prosperity  filtering  down  through  the  economy. 

Although  economic  danger  signals  appeared  in  1927  and  1928,  neither 
business  nor  government  leadership  acted  to  heed  their  warnings.  Thus, 
between  June,  1927,  and  July,  1928,  European  claimants  withdrew  $500 
of  the  $885  million  in  gold  which  had  come  into  the  United  States  since 
1922.  The  peak  of  residential  construction  was  reached  in  1925-26;  by 
1927-28,  a  vacancy  rate  of  15  per  cent  was  not  uncommon  in  commercial 
buildings.  In  1927,  production  tapered  off  in  the  iron,  steel,  and  auto- 
mobile industries.  Concern  over  such  developments,  particularly  as  a 
Presidential  election  approached,  encouraged  the  Federal  Reserve  Board 
to  keep  rediscount  rates  low.  Tax  revision  further  fostered  the  growth  of 
corporate  saving.  Low  interest  costs  and  increased  savings  tended  to 
siphon  funds  into  securities  speculation  rather  than  productive  invest- 
ment, the  more  particularly  since  industrial  stock  prices  had  risen  14.1 
per  cent  per  year  between  1923  and  1927,  while  the  profits  of  profitable 
corporations  rose  but  9  per  cent  per  year.  In  1928-29,  all  accepted  criteria 
for  the  relation  between  common  stock  earnings  and  their  prices  disap- 
peared; stock  market  quotations  moved  upward  in  disregard  of  all  caution. 

When  the  "bull  market"  broke  in  October,  1929,  the  instant  reaction 
of  business  leadership  and  the  Hoover  administration  was  to  proclaim 
the  soundness  of  the  economy.  Nevertheless,  more  than  85,000  businesses 
failed  in  the  three  years  following;  and  5,000  banks  suspended.  National 
income  dropped  rapidly,  falling  from  $87.4  to  $74  billion  between  1929 
and  1930  and  then  to  $41.7  billion  in  1932.  Agricultural  income  fell  by  50 
per  cent  The  index  of  physical  output  in  manufacturing  stood  at  161.6 
in  1932  as  against  305.2  in  1929  (1900  =  100).  Unemployment  rose 
sharply;  though  no  precise  accounting  was  available,  10  million  persons 
were  reckoned  as  unemployed  by  1932. 

Many  European  countries,  and  others  on  the  periphery  of  the  European 
economic  orbit,  had  seen  the  downturn  of  their  business  cycle,  a  move- 
ment intensified  by  the  reduction  in  the  outflow  of  American  long-term 
investment  funds  since  1928.  In  May,  1931,  when  the  Austrian  Kreditan- 
stalt  failed,  the  collapse  of  short-term  credit  in  Central  Europe  under- 
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mined  the  entire  structure  of  the  international  monetary  and  credit 
system.  When  Britain  abandoned  the  gold  standard  in  September,  the 
edifice  of  trade,  credit,  and  currency  relationships  which  had  been  built 
during  the  nineteenth  century  and  shaken  by  World  War  I,  came  down 
with  a  crash  astounding  to  those  who  had  taken  the  economic  probity 
of  Britain  as  a  keystone  of  their  world. 

Upon  the  American  economy,  the  impact  of  1929  and  the  succeeding 
years  was  the  more  severe  because  the  nation  no  longer  had  subsistence 
agriculture  as  a  refuge.  For  the  first  time  in  its  history,  world  depression  " 
struck  a  fully-industrialized  United  States  much  of  whose  production  was 
geared  to  a  world  market.  Furthermore,  the  depression  hit  an  economy 
growing  more  rigid.  Between  1925  and  1929,  commodities  as  varied  as 
shingles,  bread,  steel  rails,  and  smoking  tobacco  showed  only  minor  price 
changes.  The  twenties  had  presented  the  economic  phenomenon  of  a 
period  of  rapid  growth  accompanied  by  relatively  stable  price  levels. 
Economists  had  greeted  this  price  stability  with  an  approval  which  almost 
disregarded  the  fact  that,  in  considerable  degree,  supply  was  being 
adjusted  to  demand  by  production  controls  rather  than  by  price  changes. 
The  increased  mechanization,  which  was  so  significant  an  aspect  of  the 
decade,  meant  greater  capital  investment  in  industry  and  that,  in  turn, 
gave  new  incentive  for  price  maintenance  through  market  control.  In 
many  industries  oligopoly,  or  imperfect  competition,  represented  by  a 
few  great  producers  or  sellers,  reigned:  the  automobile,  steel,  and  ciga- 
rette industries  were  characteristic  examples. 

In  previous  depressions,  crisis  had  shrunk  inflated  capital  values  and 
cut  debt  until  demand  for  capital  goods  revived  and  the  business  cycle 
turned  upward.  After  1929,  however,  the  facts  of  politics  and  business 
operated  to  make  the  federal  government  act  to  raise  dikes  against  defla- 
tion. The  election  of  1930  gave  the  House  to  the  Democrats  and  the 
Senate  to  opponents  of  the  Hoover  administration  since  insurgent  Repub- 
licans and  Democrats  together  could  carry  legislation.  Although  President 
Hoover  favored  voluntary  rather  than  governmental  action,  as  an  ex- 
ponent of  self-government  by  business,  he  did  not  oppose  organized 
efforts  to  halt  price  deflation  or  to  mitigate  its  effects.  Furthermore,  allow- 
ing deflation  to  take  its  course  unopposed  might  have  bankrupted  the 
great  institutional  investors— insurance  companies,  building  and  loan 
associations,  savings  banks,  philanthropic  and  educational  institutions— 
for  these  held  the  fixed  obligations  of  railroads,  utility  companies,  and  the 
urban  real  estate  mortgages  which  bulked  so  large  in  total  private  debt. 

Consequently,  early  in  1930,  President  Hoover  summoned  business 
leaders  into  conference  and  secured  informal  agreement  to  continue 
planned  construction,  to  maintain  wage  rates,  and  to  spread  employment 
through  part-time  operations.  To  block  more  thoroughgoing  proposals  ip 
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1930,  the  Hoover  administration  finally  yielded  to  the  demand  that  the 
federal  government  intervene  to  raise  agricultural  prices.  Thus,  President 
Hoover  signed  the  measure  for  the  Federal  Farm  Loan  Board  and  its 
price-pegging  program.  To  meet  industrial  collapse,  the  President  organ- 
ized further  conferences  and  issued  cheerful  statements.  The  latter  pro- 
vided more  material  for  humorists  than  psychological  bolstering;  the 
former  helped  divert  industrial  retrenchment  from  the  immediate  slashing 
of  wage  rates.  Unemployment  grew,  nonetheless:  by  1931,  4  states  were 
*  -compelled  to  take  the  burden  of  relief  from  local  governmental  units; 
during  1932,  the  number  increased  to  24.  To  proposals  for  federal  relief, 
the  President  reacted  in  the  spirit  of  Cleveland:  it  was  the  business  of  the 
people  to  support  their  government,  not  of  government  to  support  the 
people. 

By  the  end  of  1931,  however,  to  the  suffering  of  individuals  there  was 
added  the  threat  to  institutional  investors.  The  President's  message  to 
Congress  urged  creation  of  a  Reconstruction  Finance  Corporation  cap- 
italized at  $500  million  and  authorized  to  borrow  $1.5  billion  more  by 
selling  government-guaranteed  notes.  Early  in  1932,  Congress  complied. 
The  RFC  was  authorized  to  lend  to  banks,  railroads,  life  insurance 
companies,  and  other  business  organizations,  and  to  agricultural  market- 
ing groups  as  well.  In  July,  1932,  Congress  set  up  a  system  of  Home  Loan 
banks.  By  advancing  money  to  home-financing  institutions,  the  new 
organization  was  to  make  it  possible  for  local  banks  to  carry  home  mort- 
gages rather  than  foreclose.  In  July,  too,  Congress  adopted  a  Relief  and 
Reconstruction  Act.  This  permitted  the  RFC  to  lend  the  states  $300 
million  for  relief  costs  and  to  provide  local  governments  with  loans  for 
"self -liquidating"  projects.  The  first  type  of  loan  might  be  immediately 
useful  in  mitigating  suffering.  If  administered  with  anything  like  sound 
business  methods,  the  second  could  help  only  in  the  future.  A  proposal  to 
broaden  RFC  lending  power  to  reach  smaller  business  and  individuals 
failed  because  of  Presidential  veto.  The  President  continued  to  stand 
against  federal  intervention  in  the  relief  problem.  Even  a  bill  to  widen 
the  application  of  federal  employment  services  was  vetoed.  When  many 
fanning  areas  were  so  stricken  by  drought  that  farmers  had  no  income, 
the  Drought  Relief  measure  finally  accepted  provided  $20  million  in  loans 
for  seed  and  cattle  feed  but  carefully  avoided  mention  of  food  for  needy 
farm  families. 

Although  the  Hoover  administration  proclaimed  reliance  upon  volun- 
tary action,  it  actually  inaugurated  a  program  to  check  deflation  which 
ordinarily  would  have  been  regarded  as  a  great  extension  of  government 
intervention.  However  useful  that  program  may  have  been  in  lightening 
the  impact  of  depression  upon  institutional  savers,  it  served  small  purpose 
politically.  For  the  administration  admitted  need  for  federal  aid  late 
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and  seemed  most  ready  to  give  that  aid  to  large  enterprises.  Its  public 
works  program  had  relatively  little  to  display  by  election  time,  but  every 
city  and  many  a  town  had  its  "Hooverville,"  a  huddle  of  shacks  on  water- 
fronts or  near  railroad  yards  where  unemployed  men  scrabbled  for 
existence. 

It  was  in  such  a  climate  that  the  Presidential  contest  of  1932  opened. 
Despite  his  efforts  to  halt  the  depression,  President  Hoover  had  lost 
the  confidence  of  the  American  people.  The  Republicans  could  not  aban- 
don him,  however,  and  his  name  and  that  of  Vice-President  Curtis  were 
again  formally  placed  before  the  electorate  by  the  Republican  Conven- 
tion. Its  platform  defended  the  tariff  law  of  1930;  advocated  restriction 
of  immigration;  spoke  of  the  retention  of  the  gold  standard;  and  promised 
pensions  to  disabled  veterans  and  an  "economically  sound"  program  for 
agricultural  aid,  including  the  removal  of  submarginal  land  from  cul- 
tivation. 

The  Democratic  platform,  in  its  turn,  pledged  the  party  to  reform  in 
taxation,  banking,  stock  exchange  dealings  and  the  tariff;  offered  federal 
funds  for  relief  and  hydroelectric  development,  and  federal  help  for 
agriculture—all  together  with  a  balanced  budget.  On  the  leading  popular 
issue  of  the  day,  that  of  Prohibition,  it  pledged  the  Democrats  to  repeal 
of  the  18th  Amendment  and  the  legalization  of  beer.  As  Presidential 
candidate,  the  Democrats  chose  Governor  Franklin  Delano  Roosevelt  of 
New  York;  the  Vice-Presidential  nomination  went  to  John  Nance  Garner 
of  Texas,  who,. as  Speaker  of  the  House,  had  led  the  Democrats'  running 
battle  with  the  Hoover  administration  since  1930. 

The  Democratic  candidate  was  fifty  years  old  when  he  was  nominated. 
He  had  entered  political  life  on  the  crest  of  the  Progressive  movement 
in  1910,  when  he  won  a  seat  in  the  New  York  State  Senate  as  an  opponent 
of  Tammany.  As  Assistant  Secretary  of  the  Navy,  Roosevelt  had  his  re- 
ward for  early  support  of  Wilson.  As  Vice-Presidential  candidate  in  1920, 
he  had  borne  the  burdens  of  that  support.  When  infantile  paralysis  struck 
him  in  1921,  Roosevelt  might  have  retired;  instead,  he  struggled  back  to 
a  measure  of  health  and,  in  1928,  in  order  to  aid  Smith's  canvass  for  the 
Presidency,  he  allowed  himself  to  be  named  candidate  for  governor  of 
New  York.  Though  Smith  failed  to  carry  the  state,  Roosevelt  won  the 
governorship,  a  post  he  filled  for  two  terms  with  credit  but  no  striking 
distinction. 

From  the  moment  Roosevelt  flew  to  Chicago  to  accept  the  nomination 
in  a  speech  before  the  convention,  the  country  knew  that  the  Democratic 
candidate  was  not  inhibited  by  precedent.  In  contrast  to  Hoover  s  stiff- 
ness, Roosevelt  was  warm  and  friendly;  for  Hoover's  caution  he  offered 
a  flexible  and  exploratory  mind.  Roosevelt  took  to  the  radio  and  millions 
of  Americans  began  to  hope  for  better  things  as  the  confidence  in  America 
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which  he  voiced  reached  into  every  obscure  hamlet  of  the  country.  A 
significant  contrast  in  the  attitudes  of  the  two  candidates  emerged.  To 
Hoover,  depression  was  to  be  laid  at  the  door  of  international  derange- 
ments; to  Roosevelt,  collapse  was  due  to  the  fact  that  we  had  not  kept 
our  own  house  in  order.  Roosevelt  and  the  Democrats  rang  the  changes 
on  the  Hoover  administration's  tenderness  for  big  business  and  indiffer- 
ence to  human  suffering— a  charge  only  too  well  bolstered  by  the  admin- 
istration's forcible  expulsion  from  Washington  of  the  remnants  "of  the 
"Bonus  Army/7  World  War  I  veterans  who  had  trekked  into  the  capital 
to  demand  immediate  cash  redemption  of  the  adjusted  compensation 
certificates  of  1924. 

As  prosperity  had  assured  Hoover's  election  in  1928,  depression  made 
certain  his  defeat  in  1932.  He  won  15,761,841  votes  to  22,821,859  for 
Roosevelt;  the  electoral  count  was  58  to  472;  with  only  Maine,  Vermont, 
New  Hampshire,  Connecticut,  Delaware,  and  Pennsylvania  in  the  Repub- 
lican column.  The  Democrats  also  elected  heavy  majorities  to  both  houses 
of  Congress.  For  the  Socialists,  Norman  Thomas  polled  900,000  votes; 
William  Z.  Foster  secured  100,000  for  the  Communists. 

Despite  the  fact  that  the  electorate  had  repudiated  Republican  leader- 
ship, the  new  administration  and  the  New  Deal  it  offered  could  not  come 
into  being  until  March,  1933.  For  the  20th  Amendment  which  Senator 
Norris  had  finally  won  Congress  to  propose  in  March,  1932,  was  not 
ratified  until  February,  1933.  As  a  means  of  Bridging  the  Constitutional 
interregnum,  on  November  22,  the  defeated  President  had  called  his 
successor  into  conference  on  problems  of  international  debts,  disarma- 
ment, and  world  economic  problems,  but  Roosevelt  refused  to  accept 
responsibility  until  he  had  power. 

Meanwhile,  the  crisis  deepened.  Prices  fell,  income  dropped,  unem- 
ployment mounted;  and  so  did  suffering,  for  many  had  exhausted  their 
savings.  The  United  States  lost  gold  rapidly  both  to  foreigners  already 
shaken  by  Britain's  repudiation  of  the  gold  standard  and  to  those  Ameri- 
cans who  were  frightened  by  depression  and  terrified  of  measures  the  new 
administration  might  undertake.  To  calm  those  terrors  (and  to  pull  the 
tiger's  claws)  on  February  17  and  again  at  the  end  of  the  month,  President 
Hoover  urged  his  successor  to  issue  a  formal  statement  pledging  a  bal- 
anced budget  and  denying  any  intention  to  inflate  the  currency  or  to  issue 
large  amounts  of  government  securities.  But  Roosevelt  refused  to  be 
drawn. 

Panic  swelled.  Since  1931,  American  banking  had  been  in  a  dangerous 
position.  Even  soundly  managed  banks  suffered  from  the  drop  in  the 
value  of  their  investments,  and  too  many  banks  were  not  soundly  man- 
aged; the  public  lumped  all  together  and  hurried  to  withdraw  funds. 
After  January,  1933,  the  movement  gathered  momentum  until  it  threat- 
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ened  the  entire  banking  structure.  On  February  14,  the  governor  of 
Michigan  declared  a  state  "bank  holiday"  to  prevent  further  runs.  By 
March  3,  18  other  states  had  followed  the'  Michigan  example  while  11 
more  restricted  withdrawals  of  money.  By  March  4,  still  more  states 
ordered  their  banks  closed;  stock  and  commodity  exchanges  shut  down; 
the  economy  almost  came  to  a  dead  halt. 

The  new  administration  acted  promptly.  On  March  5,  before  the  special 
session  of  Congress  assembled,  President  Roosevelt  ordered  all  the  nation's 
banks  closed  for  four  days,  and  banned  withdrawal  or  export  of  gold  or 
silver  (using  the  1917  Trading-with-the-Enemy  Act  for  authority).  On 
March  9,  and  with  a  minimum  of  discussion,  Congress  passed  the  Emer- 
gency Banking  Act  which  the  administration  had  prepared.  The  measure 
provided  that  banks  found  sound  upon  examination  might  reopen  under 
Treasury  Department  license.  Banks  in  poor  condition  were  to  be  liqui- 
dated or  operated  on  a  limited  basis  by  "conservators."  To  supply  needed 
liquid  funds,  Congress  authorized  the  RFC  to  subscribe  to  capital  notes, 
preferred  stock,  or  debentures  of  banks  and  trust  companies.  As  a  check 
on  hoarding  and  on  outflow  of  gold,  the  Treasury  was  empowered  to  call 
in  all  gold  coin  and  certificates.  The  President  was  given  authority  to  take 
what  he  deemed  necessary  measures  to  deal  with  foreign  exchange,  gold, 
and  silver.  In  addition,  the  law  permitted  issue  of  new  Federal  Reserve 
bank  notes  secured  by  government  obligations  or  by  notes,  drafts,  or  other 
commercial  paper  and  without  reserve  of  gold.  Before  the  end  of  March, 
most  of  the  nation's  banks  were  either  reopened  or  in  course  of  orderly 
liquidation.  Hoarding  diminished,  the  outward  movement  of  gold  began 
to  be  reversed,  and  both  dollar  exchange  and  the  level  of  stock  prices 
slowly  proceeded  to  increase. 

Democratic  campaigners  had  criticized  the  Hoover  administration  for 
allowing  the  budget  to  become  unbalanced.  The  Democratic  Congress 
proceeded  to  attack  the  problem  from  both  sides.  To  check  outgo,  it 
passed  an  Economy  bill  which  the  President  signed  on  March  22:  this 
reduced  salaries  of  government  employees  by  15  per  cent,  ordered  gov- 
ernment agencies  reorganized,  and  cut  payments  to  veterans,  particularly 
for  disabilities  not  connected  with  war  service.  To  increase  revenue, 
pending  repeal  of  the  18th  Amendment,  Congress  redefined  intoxicating 
liquor  to  legalize— and  tax— 3.2  per  cent  beer. 

To  cope  with  the  problem  of  unemployed  young  men  wandering  hope- 
lessly, without  jobs  and  often  with  no  claim  on  local  public  relief,  Con- 
gress enacted  a  measure  setting  up  a  Civilian  Conservation  Corps.  This 
provided  food,  shelter,  and  clothing— plus  $30  a  month  in  cash,  part  of 
which  was  turned  back  to  the  recipient's  family— for  250,000  men  who 
were  set  to  work,  under  army  supervision,  at  flood  control,  road  building, 
reforestation,  and  other  projects.  By  1941,  nearly  2  million  men,  including 
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unemployed  veterans  of  World  War  I?  had  spent  some  of  their  lives  in 
CCC  camps. 

Between  March  5  and  March  31, 1933,  the  Roosevelt  administration  had 
thus  met  the  most  pressing  emergencies,  checking  financial  panic,  reliev- 
ing want,  putting  the  federal  government  in  position  to  go  farther. 
Democratic  campaigners  had  promised  a  New  Deal  With  emergencies 
met,  the  administration  could  push  on  with  its  program  for  economic 
recovery  and  reform. 

THEORY  AND  TACTICS  OF  THE  NEW  DEAL 

On  the  basis  of  his  campaign  addresses,  it  was  hard  to  assume— and 
none  but  the  most  partisan  did  so— that  Roosevelt  was  hostile  to  the 
American  capitalist  system.  But  he  did  look  forward  to  a  capitalist  system 
severely  modified  and  limited,  hedged  around  closely  in  the  interests  of 
the  security  of  the  workingman,  farmer,  small  homeowner,  and  small 
investor.  And  its  activities  were  to  be  directed  so  completely  to  the  attain- 
ment of  social  rather  than  individual  ends  that  to  many  who  had  been 
brought  up  on  the  concepts  of  a  laissez-faire  and  an  automatically 
self-adjusting  economy  a  real  revolution  threatened. 

The  Third  American  Revolution.  These,  as  it  turned  out,  were  not  false 
prophets.  A  revolution  was  started  by  the  New  Deal-not  a  revolution  in 
the  violent,  turbulent  sense,  but  a  revolution  nevertheless.  The  whole 
concept  of  the  state,  or  national  government,  underwent  a  metamorphosis. 
The  state  had  previously  been  a  passive  or  impartial  force,  seeking  to 
stand  aloof  from  the  contests  in  the  market  place,  or  at  best  offering  only 
its  mediation  to  see  that  principles  of  justice  and  equity  were  preserved; 
and  it  had  refused  to  interfere  significantly  in  the  interests  of  the  security 
and  the  welfare  of  its  laboring  people.  Now  it  became  the  interventionist 
state.  It  imposed  on  the  free  business  enterpriser  all  sorts  of  controls  and 
regulations;  it  entered  openly  into  business  itself,  often  as  competitor 
with  private  corporations;  it  used  its  great  fiscal  and  financial  powers  to 
redistribute  wealth  and  to  create  income;  it  committed  itself  to  an  elab- 
orate program  of  social  security  that  offered  protection,  in  time,  to  the 
whole  population  against  the  mischances  of  unemployment,  invalidity, 
and  sudden  death,  and  from  the  cradle  to  the  grave,  The  laissez-faire 
state  with  only  a  skeletal  apparatus  of  offices  and  agencies  had  become 
the  social-service  state  with  a  vast  and  intricately  contrived  and  perma- 
nent machinery  of  officials  and  bureaucrats. 

And  political  power,  too,  had  shifted.  Previously  political  power  had 
been  in  the  hands  of  the  middle  class— the  industrialists,  the  bankers,  the 
larger  farmers.  Now  political  power  was  concentrating  more  and  more 
in  the  hands  of  the  lower  middle  class  and  the  workers.  Those  who  voted 
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for  Franklin  D.  Roosevelt  in  1932,  1936,  1940,  and  1944  came  from  the 
smaller  farmers  throughout  the  country;  from  the  urban  dwellers  who 
toiled  as  workers  and  salaried  employees;  from  small  distributors,  small 
manufacturers,  and  those  on  the  WPA  rolls.  Interestingly  enough,  this 
took  place  without  a  break-up  and  redistribution  in  national  party  forma- 
tions and  without  the  appearance  of  a  workingmen's  political  party. 

Furthermore,  the  revolution  took  place  despite  the  fact  that  the  pivot 
of  its  operations  changed.  The  New  Deal  started  out  by  being  essentially 
nationalist  in  its  outlook  and  interests,  and  continued  so  until  1937.  From 
1937  on,  it  became  increasingly  internationalist.  And  yet  the  fundamental 
political  and  social  philosophy  remained  the  same.  The  American  state 
was  to  be  used  for  security  and  welfare;  this  could  be  done  by  reordering 
our  domestic  economy  without  any  real  concern  over  what  was  happen- 
ing outside  our  shores— so  ran  the  thinking  and  planning  of  the  New  Deal 
up  to  1937.  The  American  state  was  to  be  used  for  security  and  welfare;  „ 
but  we  could  not  be  free  to  handle  the  problems  of  high  employment  and 
of  improving  standards  of  living  until  the  whole  world  was  made  safe 
from  aggression;  and  freedom  from  want  and  fear  could  not  be  assured- 
Americans  unless  all  peoples  were  similarly  guaranteed  these  rights— thus 
ran  the  philosophy  of  the  New  Deal  from  1937  on.  The  same  groups,  by 
and  large,  who  had  supported  the  New  Deal  in  its  first  stage  followed 
its  leadership  in  the  second. 

Theory  of  the  New  Deal.  Some  of  the  New  Deal  policies  were  under- 
stood and  acted  upon  at  once;  some  were  adopted  only  to  be  abandoned 
later;  some  were  originally  primary  and  then  were  pushed  into  the  back- 
ground. Some  were  improvisations  devised  on  the  spot;  and  some  went  as 
far  back  as  Populism  and  the  New  Freedom  for  their  inspiration.  Always,, 
however,  there  existed  the  thought  that  the  responsibility  of  public 
authority  for  the  welfare  of  the  people  was  clear  and  that  the  intervention 
of  the  state  was  justifiable.  The  theoretical  bases  of  New  Deal  policy  may 
be  put  down  in  this  fashion: 

1.  Capital  plant  at  home  had  presumably  overexpanded  as  far  as  the 
normal  requirements  for  agricultural  and  industrial  goods  were  con- 
cerned; investment  therefore  was  no  longer  to  be  the  exclusive  concern 
of  private  banking.  This  theory  was  pushed  most  energetically  in  the 
field  of  agriculture,  where  limitation  of  production  became  the  basis  of 
policy.  That  it  also  was  extended  to  industry  was  evident  from  the  codes 
of  "fair  competition"  written  during  1933-35  under  the  National  Industrial 
Recovery  Act  Under  these,  many  industries,  in  the  process  of  policing 
themselves,  were  permitted  to  provide  for  rigorous  controls  over  the  use 
of  existing  machinery  and  over  new-plant  expansion.  The  idea  also  colored 
trade-union  policy,  for  unions  were  allowed  to  impose  limitations  upon 
production  through  so-called  feather-bed  jobs,  full-crew  requirements* 
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and  similar  devices.  From  this  conception  of  overexpansion  there  followed 
the  New  Deal  theory  of  social  investment  as  complementary  and  some- 
times in  opposition  to  private  investment. 

2.  Prices  were  being  "managed,"  or  they  were  "sticky"  in  significant 
areas  of  business  operations.  The  New  Deal  held  that  this  was  due  to 
monopolistic  practices  and  to  imperfect  competition,  that  is  to  say,  to 
conscious  interference  with  the  free  movement  of  prices  on  the  part 
of  corporations.  A  bold  attack  on  monopoly  practices  was  therefore  in 
order. 

3.  Labor  had  an  inadequate  share  of  the  national  income  on  the  one 
hand,  and  unequal  bargaining  powers  in  industrial  relations  on  the  other. 
Both  conditions  could  be  remedied  by  compelling  the  legal  recognition 
of  trade  unions  and  by  legislation  fixing  minimum  wages  and  maximum 
hours  of  work. 

4.  Business  enterprises  in  many  fields  had  become  "overcapitalized," 
in  the  sense  that  their  fixed  charges  due  to  capital  costs  were  higher  than 
would  permit  the  concerns  affected  to  operate  profitably.  Since  such  costs 
did  not  adjust  easily  and  quickly  to  changed  market  conditions,  the  diffi- 
culties of  total  market  adjustment  were  intensified.  Debt  revisions  were 
therefore  in  order, 

5.  The  public-utilities  industry,  furnishing  electric  power  and  light, 
which  was  notably  under  corporate  control,  was  not  favorably  disposed 
to  a  vast  expansion  program  to  reach  potential  users  and  isolated  com- 
munities. At  this  point  was  introduced  a  bold  piece  of  social  engineering 
—the  Tennessee  Valley  Authority. 

6.  The  toll  taken  by  unemployment,  cyclical  as  well  as  technological 
(although  on  the  latter  point  there  was  much  debate),  was  very  great. 
There  were  other  insecurities  which  philanthropy  and  private  savings 
were  inadequate  to  cope  with:  old  age,  invalidity,  child  dependency, 
sudden  death.  Security  to  the  American  population  against  these  perils 
was  a  prime  concern  of  government. 

7.  There  were  such  dark  spots  in  our  economy  as  inadequate  housing 
for  low-income  earners,  the  plight  of  sharecroppers  and  agricultural 
laborers,  unemployed  youth.  Here  too  was  a  field  for  state  intervention. 

8.  The  financial  mechanism  of  banking  and  credit  was  too  powerful 
an  agency  to  be  left  entirely  in  private  hands.  Banking  had  to  be  made 
at  least  a  semipublic  function,  so  that  banking  policy  could  lead  positively 
in  controlling  the  ups  and  downs  of  business  fluctuations. 

9.  The  world  market  was  no  longer  functioning  properly;  high  tariff 
walls,  import  quota  systems,  foreign  governmental  controls,  and  the 
manipulations  of  foreign  exchange  prevented  the  usual  absorption  of 
American  surpluses  in  foreign  trade.  Our  cotton,  cereals,  tobacco,  oil, 
copper  were  piling  up  in  warehouses  to  derange  markets  at  home.  Two 
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lines  of  attack  were  indicated:  controlled  production,  and  the  elimina- 
tion of  those  blocks  that  were  hindering  the  orderly  processes  of  world 
trade, 

Tactics  of  the  New  Deal.  So  ran  the  New  Deal  analysis.  From  this  there 
followed  certain  programs,  of  which  the  following  were  the  outstanding: 

1.  The  restoration  and  maintenance  of  prices.  Many  attacks  on  the 
problem  were  launched:  the  dollar  was  devalued;  gold  was  purchased 
from  abroad;  limitations  were  imposed  upon  the  output  of  agricultural 
products,  petroleum,  and  coal;  codes  of  fair  competition  in  industry  were 
written  to  eliminate  cutthroat  methods.  The  greatest  success  was  met  with 
in  the  case  of  agriculture,  although  here  crop  loans  and  subsidies  were 
also  required  for  the  purpose  of  making  production  control  effective* 

2.  The  reduction  of  debt.  Private  debts  had  become  unduly  burden- 
some, notably  within  the  context  of  a  deflationary  price  situation.  The 
New  Deal  sought  to  come  to  grips  with  this  problem  in  two  ways:  by 
raising  prices,  and  by  writing  down  the  face  value  of  debt  in  places 
where  price  change  itself  could  not  be  entirely  and  immediately  effective. 
For  agriculture  it  created  a  new  fiscal  agency  (the  Federal  Farm  Mort- 
gage Corporation)  which  was  to  make  possible  the  exchange  of  privately- 
held  agricultural  long-term  paper  for  semipublic  (or  public-guaranteed) 
paper.  For  homeowners  it  created  a  new  fiscal  agency  (the  Home  Own- 
ers' Loan  Corporation)  for  a  similar  purpose.  For  businessmen^  corpora- 
tions, and  municipalities,  it  radically  changed  the  bankruptcy  law  to 
permit  those  who  were  insolvent  to  come  to  an  understanding  with  their 
creditors  quickly  and  at  small  legal  cost. 

3.  The  revival  and  expansion  of  credit.  To  pump  short-term  and  long- 
term  funds  into  enterprise,  state  intervention  was  imperative.  The  com- 
mercial banks,  because  of  their  nonliquidity,  were  not  in  a  position  to 
extend  loans  for  working  capital.  The  agencies  of  long-term  credit- 
savings  banks,  insurance  companies,  trust  companies,  title  and  mortgage 
companies— seeing  their  earlier  investments  unproductive,  feared  to  as- 
sume further  risks.  The  New  Deal  jumped  into  the  breach.  It  expanded 
the  powers  and  operations  of  the  Reconstruction  Finance  Corporation 
(created  in  1932  to  open  commercial  banks  and  help  them  achieve 
liquidity  quickly).  It  established  virtual  public  control  over  the  Federal 
Reserve  System,  so  that  the  system  could  be  induced  by  government 
policy  to  expand  (and  contract)  credit.  It  obtained  for  the  Board  of 
Governors  of  the  Federal  Reserve  System  the  power  to  lower  (and  raise) 
the  minimum  legal  reserves  required  of  member  banks.  It  got  for  the 
same  agency  the  right  to  raise  (or  lower)  the  margin  requirements  for 
security  purchases,  thus  controlling  to  an  extent  the  amount  of  credit 
flowing  into  brokers'  loans.  It  used  the  Reconstruction  Finance  Corpora- 
tion to  make  direct  loans  to  private  business  and  to  municipalities  and 
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other  public  corporations  for  housing,  electric  power  plants,  and  the  like. 

4.  The  raising  of  the  purchasing  power  of  labor.  Labor,  confronted  by 
shrinking  opportunities  of  employment,  was  forced  to  sell  its  services 
cheaply.  Sweated  industries  had  reappeared  and  child  labor  had  in- 
creased. The  key  to  the  rehabilitation  of  labor  was  to  be  chiefly  its  own 
united  strength.  The  National  Labor  Relations  Act  therefore  ordered 
employers  to  bargain  with  the  workers'  own  trade  unions  and  to  give  up 
practices  that  prevented  labor  organization.  Closed  shops  became  more 
and  more  common;  and  also  industrial  practices  and  standards  were 
modified  and  improved  through  labor-management  co-operation.  To  de- 
fend those  incapable  of  effective  organization—children,  women,  the 
unskilled— minimum-wage  and  maximum-hour  legislation,  and  abolition 
of  child  labor  were  sought.  After  several  failures  these  objectives  were 
achieved  in  the  Fair  Labor  Standards  Act  of  1938. 

5.  The  relief  of  the  needy,  the  protection  of  dependents,  and  social 
security.  Wholesale  unemployment,  illness  and  invalidity,  and  the  unrest 
of  youth  were  the  results  of  the  depression.  The  relief  of  distress  was  an 
imminent  public  duty,  and  the  New  Deal  experimented  with  this  problem 
in  many  ways.  It  lent  generously  to  the  states  for  straight  outdoor  relief. 
It  created  a  federal  agency  (the  Public  Works  Administration)  to  extend 
credit  to  public  and  quasipublic  authorities  to  finance  long-term  public 
construction  projects.  It  wrote  Social  Security  legislation  under  which 
direct  federal  appropriations  and  federal  matching  grants-in-aid  were 
made  to  the  states  to  provide  for  unemployables  and  the  permanent 
needy  (the  aged,  the  blind,  dependent  and  crippled  children).  It  devised 
a  significant  code  under  which,  as  a  result  of  contributions  by  employers, 
unemployment  funds  were  built  up  in  the  states;  and  also,  from  equal 
payments  by  employers  and  workers,  special  trust  fund  from  which  were 
to  be  paid  annuities  to  workers  upon  retirement  It  created  work  for  the 
temporary  needy  and  unemployed  in  short-term  projects  financed  by  the 
federal  government  (under  the  Works  Progress  Administration). 

6.  The  construction  of  homes.  The  New  Deal  recognized  that  the  build- 
ing of  decent  homes  for  low-income  earners  was  an  outstanding  social 
need;  it  therefore  established  an  agency  (the  United  States  Housing 
Authority)  which,  with  government  financing  and  subsidies,  was  to  assist 
quasipublic  authorities  to  create  low-cost  housing. 

7.  The  protection  of  the  investor  and  the  saver.  To  defend  the  property 
rights  of  the  American  investor  the  New  Deal  set  up  the  Securities  and 
Exchange  Commission  and  gave  it  wide  powers  to  supervise  the  issuance 
of  new  securities  by  corporations,  to  obtain  for  investors  adequate  infor- 
mation about  the  financial  practices  of  corporations  and  their  directors 
and  officers,  and  to  regulate  the  functioning  of  brokers  and  the  security 
exchanges,  or  markets,  themselves.  Similarly,  the  Federal  Deposit  Insur- 
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ance  Corporation  was  devised  to  guarantee  deposits  in  savings  banks 
accounts  up  to  $5,000. 

8.  The  rehabilitation  of  the  electric  power  industry.  Believing  that  an 
outlet  for  savings  and  a  work  of  social  reconstruction  could  be  achieved 
in  an  expanded  electric  light  and  power  industry,  the  New  Deal  created 
the*  Tennessee  Valley  Authority.  The  stated  purposes  were  the  rehabilita- 
tion of  the  population  of  the  Tennessee  Valley  and  the  establishment  of  an 
experiment  in  the  public  operation  of  electric  light  and  power.  Focusing 
its  attention  on  this  industry  as  an  example  of  banking  domination,  the 
New  Deal  also  provided  for  the  elimination  of  unnecessary  holding 
companies. 

9.  The  revival  of  foreign  trade.  The  decline  of  foreign  trade  was  a 
characteristic  of  our  unbalanced  economy.  The  New  Deal  sought  to  revive 
American  overseas  commerce;  and  for  this  purpose  it  created  the  Export- 
Import  Bank  to  finance  the  flow  of  goods  and  even  to  extend  credits  to 
foreign  governments.  But  the  New  Deal  was  equally  interested  in  the 
restoration  of  world  trade  generally.  Congress  was  therefore  prevailed 
upon  to  permit  the  writing  of  reciprocal  trading  agreements  with  foreign 
nations  as  an  executive  function.  Through  the  agency  of  the  State  Depart- 
ment (and  without  Senate  participation)  a  large  number  of  such  com- 
mercial treaties  was  drawn  up,  the  net  effect  of  which  was  the  measurable 
lowering  of  tariff  barriers.  These  agreements  also  contained  most-favored- 
nation  clauses. 

10.  Pump  priming.  When  private  enterprise  failed  to  respond  imme- 
diately or  when  business  activity  became  sluggish,  the  New  Deal  pro- 
ceeded to  lend  and  spend.  This  it  called  "priming  the  pump";  in  other 
words,  the  federal  government  boldly  engaged  in  deficit  financing  in  an 
effort  to  raise  national  income.  It  lent  to  distressed  banks,  railroads,  insur- 
ance companies,  mortgage  corporations,  and  industrial  concerns;  and  to 
farmers,  homeowners,  the  states,  municipalities,  and  newly  created  public 
authorities.  It  spent— by  subsidies,  grants-in~aid?  outright  appropriations 
—in  order  to  rehabilitate  marginal  farmers,  to  finance  the  building  of 
ships,  to  tear  down  slums  and  put  up  low-rent  housing,  to  furnish  old- 
age  pensions,  to  construct  public  buildings,  and  to  provide  flood  control, 
roads,  and  reforestation.  It  not  only  gave  people  work,  but  at  the  same 
time  added  to  the  social  wealth  of  the  nation.  This  meant  a  steady  in- 
crease in  the  national  debt,  a  situation  which  the  New  Deal  faced  with 
equanimity  because  its  theory  of  deficit  financing  was  based  on  the 
premises  that  governmental  spending  made  for  an  increase  in  national  * 
income,  made  greater  taxation  possible.  The  nation  was  going  into  debt, 
it  was  true;  but  the  debt  was  largely  held  at  home,  and,  as  a  result  of  the 
debt,  the  country's  assets  had  been  increased.  (So  argued^  at  any  rate, 
these  new  economic  doctors.) 
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ROOSEVELT  AND  HIS  ADVISERS 

The  New  Deal  inevitably  brought  a  whole  host  of  new  faces  to  Wash- 
ington. It  was  interesting  to  observe,  however,  how  few  of  them  were 
part  of  that  earlier  company  of  reformers  associated  with  the  Progressive 
movement  of  the  beginnings  of  the  century.  Because,  at  its  start,  at  any 
rate,  so  much  of  the  New  Deal  was  improvisation,  men  and  women  came 
and  went.  Some  of  those  who  remained  moved  into  places  of  great  promi- 
nence; others  were  pushed  into  obscure  posts  and  in  time  quit  public 
office.  It  is  proper  that  mention  be  made  of  the  outstanding  members  of 
the  New  Deal  circles.  For,  in  larger  part,  the  New  Deal  was  the  creation 
of  men  and  not  the  logical  development  of  a  theory. 

During  the  years  1932-39,  President  Roosevelt  turned  to  four  groups 
of  advisers:  the  experts  of  the  ^rain  trust,"  who  sought  to  shape  policies 
in  the  light  of  their  academic  and  legal  experience;  party  counsellors 
skilled  in  securing  power;  certain  aides— notably  Louis  McHenry  Howe, 
who  had  dedicated  himself  to  the  political  advancement  of  Franklin 
Delano  Roosevelt  since  he  first  appeared  on  the  political  scene  in  1910, 
and  Samuel  I.  Rosenman,  who  had  been  counsel  to  Governor  Roosevelt 
from  1928  to  1932;  and  the  Cabinet,  with  its  own  special  ambiguity  of 
status.  Members  of  each  group  were  devoted  to  the  President  and  often 
regarded  their  group  alone  as  capable  of  offering  wise  and  disinterested 
counsel.  Hence,  it  was  not  uncommon  for  deep  distrusts  to  develop  among 
these  various  circles  of  aides  and  advisers.  To  Professor  Moley  of  the 
brain  trust,  for  example,  confidential  adviser  Howe  was  a  neurotic  af- 
flicted with  a  tiresome  "kingmaker"  complex.  And  to  James  A.  Farley, 
astute  professional  politician,  the  experts  and  theoreticians  were  deeply 
suspect,  since  their  prime  loyalty  was  to  measures  or  to  a  man  and  not  to 
the  Democratic  party. 

The  brain  trust,  which  Professor  Moley  had  gathered  from  among 
academic  experts,  was  intended  to  help  win  an  election  and  not  to  admin- 
ister a  government.  Its  prime  purpose  was  to  provide  facts  and  phrases 
from  which  the  Democratic  candidate  might  shape  his  speeches  on  policy. 
Professor  Raymond  Moley  himself  came  to  Governor  Roosevelt's  notice 
in  1928,  by  reason  of  his  work  on  the  administration  of  criminal  justice. 
His  own  political  experience  went  back  to  the  Progressive  period,  when 
he  had  held  elective  office  in  small  Ohio  towns  and  served  Governor  Cox 
,  as  adviser.  The  depression  stemmed  from  domestic  causes,  Moley  argued, 
and  was  to  be  met  by  domestic  remedies.  Efforts  to  revive  world  trade 
through  tariff  revision,  to  restore  the  outward  flow  of  American  capital, 
or  to  cancel  the  debts  owed  the  federal  government  by  the  Allies  would 
all  be  futile.  In  fact,  Allied  default  might  prove  beneficial,  since  it  would 
deter  future  wartime  loans  and  United  States  involvement  in  foreign  war. 
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For  counsel  on  problems  of  corporation  finance  and  agriculture,  Professor 
Moley  called  upon  A.  A.  Berle,  Jr.,  Rexford  G.  Tugwell  of  Columbia, 
and  Professor  L.  M.  Wilson  of  Montana  State  College.  To  balance  the 
academic  tone  of  their  thinking,  Moley  summoned  the  talents  of  Hugh  S. 
Johnson,  who  became  part  of  the  group  at  the  instance  of  Bernard  M. 
Baruch. 

During  the  1932  campaign,  the  brain  trust  worked  apart  from  Roose- 
velt's political  advisers,  for  men  like  James  A.  Farley,  Edward  Flynn,  and 
Frank  Walker  concentrated  upon  raising  funds  and  securing  votes.  The 
two  groups  did  not  clash  initially;  for  the  politicians  were  prepared  to 
assume  that  the  experts  were  not  interested  in  jobs— at  any  rate  on  a  large 
scale.  Yet  the  problems  which  clamored  for  constructive  attention  after 
March  4, 1933,  required  disinterested  administrators.  Consequently,  mem- 
bers of  the  brain  trust  were  brought  into  government  posts,  where  they 
introduced  the  disturbing  factor  of  subordinates  with  greater  influence 
upon  the  formulation  of  policy  than  their  nominal  chiefs.  Disturbance 
was  intensified  as  Congress  resented  pressure  by  these  lesser  folk— lesser 
in  political,  worldly,  and  job-holding  terms.  For,  with  denigration  of 
intellectuals  so  common  in  the  United  States,  the  very  title  of  "professor" 
was  sufficient  to  mark  any  of  his  projects  as  impractical,  if  not  subversive. 

Thus,  President  Roosevelt  appointed  Professor  Moley  Assistant  Secre- 
tary of  State  in  1933,  while  Professor  Tugwell  became  Assistant  Secretary 
of  Agriculture.  The  former  was  soon  at  odds  with  his  departmental  chief, 
the  latter  with  those  who  opposed  his  ideas.  As  a  teacher  of  economics, 
Tugwell  had  directed  his  students  toward  contemporary  institutions  and 
habits,  particularly  to  the  fact  that  American  farmers  mined  their  soil 
and  American  industrialists  were  forced  to  co-operate  by  subterfuge  since 
they  were  forbidden  to  unite  by  law.  In  contrast  to  more  orthodox  econo- 
mists, Tugwell  stressed  not  merely  the  positive  role  of  government  but 
a  bold  experimentalism  in  programs  of  action.  Ideas  about  government 
planning  largely  flowed  from  him  and  the  group  he  collected  about  him. 

The  tensions  implicit  in  a  subordinate  overshadowing  his  principal 
soon  precipitated  a  situation  which  made  retirement  seem  wise  to  Pro- 
fessor Moley.  As  the  reform  phase  of  the  New  Deal  gathered  momentum, 
and  later,  when  President  Roosevelt  introduced  the  Supreme  Court  reform 
plan  in  1937,  the  organizer  of  the  brain  trust  came  to  oppose  many  proj- 
ects of  the  administration  he  had  helped  elect.  Indeed,  from  Moley's  own 
account  of  his  experiences  emerges  the  rueful  self-portrait  of  an  instructor 
who  sought,  unavailingly,  to  teach  his  Presidential  pupil  the  difference 
between  a  given  economic  policy  and  its  contrary. 

Professor  Tugwell  took  three  months'  leave  from  his  academic  post  to 
serve  in  the  Department  of  Agriculture;  here  he  remained,  however,  for 
more  than  three  years.  Charged  as  he  was  with  responsibility  for  the  social 
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experimentation  in  the  resettlement  and  subsistence  homesteads  projects, 
and  for  proposing  impractical  standards  of  accuracy  in  labelling  and 
advertising,  Tugwell  became  a  favored  target  of  conservatives  until  his 
retirement.  The  President  did  not  abandon  him;  in  part  because  he  be- 
lieved experiments  had  to  be  attempted;  in  part  because  Tugwell  and 
others  like  him  were  shock  absorbers.  They  received  the  punishment; 
and  the  President  could  go  on  his  way  serenely,  his  popularity  never 
waning.  Nothing  like  this  had  ever  appeared  before  in  American  politics. 
In  a  somewhat  similar  position,  close  to  the  President  but  holding  minor 
posts,  were  A.  A.  Berle,  Jr.,  who  labored  to  stabilize  Latin-American  rela- 
tions; Thomas  B.  Corcoran  and  Benjamin  V.  Cohen>  who  worked  on 
legislation  to  protect  investors;  and  Jerome  N.  Frank,  ^  whose  talents 
ranged  over  many  fields. 

Roosevelt's  Cabinet  seems  to  have  been  chosen  in  accordance  with 
tradition,  primarily  to  recognize  factional  and  sectional  claims  rather  than 
to  further  effective  administration.  Cordell  Hull  had  been  favored  for  the 
Vice-Presidency  by  the  Roosevelt  partisans  at  the  Democratic  convention; 
he  had  Howe's  support;  and  much  of  his  attention  as  senator  from  Ten- 
nessee had  been  given  to  problems  of  economic  foreign  policy.  Hence, 
he  was  a  reasonable  selection  for  Secretary  of  State,  a  post  he  accepted 
and  held  through  the  New  Deal  years  of  peace  and  the  war  administra- 
tion which  followed.  As  Secretary  of  the  Treasury,  Senator  Carter  Glass 
of  Virginia  had  seeded  the  necessary  choice,  but  his  poor  health  relieved 
the  new  administration  of  the  embarrassment  his  financial  orthodoxy 
might  have  entailed.  William  H.  Woodin,  head  of  the  American  Car  and 
Foundry  Company,  a  Roosevelt  man  who  had  the  confidence  of  the 
business  community,  became  head  of  the  Treasury.  When  Woodin  re- 
signed, worn  down  by  the  strain  of  meeting  the  banking  emergency  of 
1933,  he  was  replaced  by  Henry  Morgenthau,  Jr.,  who  had  originally 
been  a  brain  trust  consultant  on  agricultural  finance.  Morgenthau  re- 
mained in  the  Treasury  until  1945;  he  was  a  loyal  friend  and  carried  out 
Treasury  policies  as  the  President  directed  them.  These  policies  in  their 
infinite  variety,  frequently  made  no  sense:  but  to  1939,  at  any  rate,  any 
desperate  expedient  had  to  be  given  a  try  in  the  face  of  continued  unem- 
ployment and  business  lethargy.  Senator  Tom  Walsh  of  Montana,  who 
had  conducted  the  inquiry  into  the  Teapot  Dome  oil  frauds,  was  Roose- 
velf  s  first  choice  as  Attorney  General.  When  Walsh  died  on  March  2, 
1933,  he  was  replaced  by  Homer  Cummings,  who  was  himself  succeeded 
by  former  Governor  of  Michigan,  Frank  Murphy,  in  1938.  To  the  War 
and  Navy  Departments,  Roosevelt  named  Governor  Henry  Dern  of  Utah 
and  Senator  Claude  Swanson  of  Virginia.  By  1940,  Dern  had  been 
replaced  by  Harry  H.  Woodring  and  Swanson  by  Charles  Edison  of  New 
Jersey.  As  Secretary  of  Agriculture,  the  President  chose  Henry  A,  Wallace 
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of  Iowa,  whose  father  had  held  the  same  post  under  Coolidge,  and  who 
had  made  his  own  reputation  as  a  plant  breeder.  Wallace  showed  a 
willingness  to  try  thoroughgoing  measures  to  improve  the  farmer's  eco- 
nomic position,  even  if  agricultural  productivity  was  sacrificed  to  peg 
prices  and  thus  raise  farm  income.  Although  he  was  frequently  charged 
with  inefficiency  as  an  administrator,  the  plans  for  production  control 
which  he  espoused  remained  part  of  American  agricultural  policy  until 
war  and  postwar  demand  lifted  the  weight  of  agricultural  surpluses. 

At  the  instance  of  William  Gibbs  McAdoo,  who  had  released  his  con- 
vention delegates  promptly  and  so  prevented  a  long  struggle  in  the 
nominating  convention,  Daniel  Roper  of  South  Carolina  was  named  Secre- 
tary of  Commerce.  He  was  succeeded  by  Harry  Hopkins  in  1938.  As  was 
customary,  the  position  of  Postmaster  General  went  to  the  tactician  of 
victory,  in  this  instance  James  A.  Farley  of  New  York.  Farley  confined 
himself  to  elections  rather  than  policies  in  1932  and  1936.  But  by  1940, 
by  his  own  account,  Farley  had  been  bitten  by  the  Presidential  bug,  an 
insect  which  Roosevelt  himself  seems  to  have  encouraged.  When  the 
third-term  drive  took  shape,  Farley  left  the  Cabinet  and,  although  he  did 
not  follow  Smith's  example  and  quit  the  Democratic  party,  he  permitted 
subsequent  campaigns  to  be  conducted  by  others, 

In  selecting  Cabinet  members,  the  President-elect  made  two  things 
clear  in  1933:  he  wanted  to  recognize  the  Republican  Progressive  wing 
and  he  meant  to  name  a  woman.  The  position  of  Secretary  of  the  Interior 
was  offered  liberal  Senator  Bronson  Cutting  of  New  Mexico,  When  he 
refused,  Roosevelt  followed  the  advice  of  Senator  Hiram  Johnson  of 
California  and  named  Harold  Ickes.  Probably  to  the  chagrin  (and  later, 
resentment)  of  most  union  officers,  the  Labor  Department  was  put  into 
the  charge  of  Frances  Perkins,  who  had  been  close  to  the  problems  of 
factory  regulation  and  labor  legislation  since  the  investigation  which  fol- 
lowed the  Triangle  fire  of  1911.  As  New  York  Industrial  Commissioner 
between  1928  and  1932,  she  had  done  a  commendable  job  of  administra- 
tive reorganization  and  reform;  her  factually  accurate  contradiction  of 
Hoover's  optimistic  assertion  that  unemployment  was  declining  in  1931 
served  Governor  Roosevelt  politically.  Although  the  Perkins  appointment 
was  a  noteworthy  recognition  of  women's  political  significance,  it  is  also 
significant  that  the  Secretary  of  Labor  tended  to  be  bypassed  in  the 
settlement  of  important  industrial  disputes. 

The  President's  Cabinet  remained  relatively  stable  until  1939-40.  Then, 
Roosevelt  named  Frank  Walker  as  Postmaster  General  to  succeed  Farley; 
and  the  Texas  businessman  Jesse  Jones  was  put  in  charge  of  the  Com- 
merce office,  to  replace  Harry  Hopkins.  But  the  most  spectacular  of 
Roosevelt's  Cabinet  choices  occurred  in  June,  1940,  when  the  incumbent 
Secretaries  of  the  Navy  and  War  resigned  and  were  succeeded  by  Repub- 
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licans  Frank  Knox  and  Henry  L.  Stimson.  Woodrow  Wilson  had  avoided 
such  a  gesture  during  World  War  I,  for  he  regarded  that  as  admission 
that  the  Democratic  party  lacked  talents  sufficient  to  carry  the  nation 
through  a  crisis.  Roosevelt  either  had  greater  confidence  in  his  party's  re- 
pute, or  had  a  more  intense  awareness  of  himself  as  the  leader  of  a  nation. 
Certainly,  by  1940,  although  the  politicians  in  the  Democratic  party  con- 
tinued to  rely  upon  Roosevelt's  popularity,  the  most  vocal  element  in  his 
campaign  was  supplied  by  groups  headed  by  political  rebels  like  Fiorello 
La  Guardia  of  New  York  and  Senator  George  Norris. 

While  personal,  political,  policy,  and  Cabinet  advisers  engaged  in  their 
innumerable  tussles,  often  more  amusing  than  seemly,  the  clash  and  inter- 
action of  personalities  were  further  intensified  by  the  men  who  came  to 
head  the  agencies  created  by  New  Deal  legislation.  Hugh  S.  Johnson,  who 
had  been  made  part  of  the  Moley  group  during  the  1932  campaign,  and 
was  put  in  charge  of  the  National  Recovery  Administration,  was  the  first 
to  catch  general  attention.  Although  a  member  of  the  regular  army  in 
1917,  Johnson  had  been  kept  from  active  service  and  was  assigned  first  to 
help  administer  conscription  and  then  to  represent  the  War  Department 
on  the  War  Industries  Board  where  he  met  B.  M.  Baruch,  After  demobili- 
zation, manufacturing  farm  implements  at  a  profit  made  Johnson  acutely 
aware  of  agricultural  problems;  conducting  investment  inquiries  for 
Baruch  convinced  him  of  the  fictitious  nature  of  prosperity  after  1928.  An 
accumulation  of  excess  productive  capacity  was  responsible  for  the  depres- 
sion, according  to  Johnson.  Emancipating  businessmen  from  the  antitrust 
laws  and  allowing  them  to  establish  stable  price  levels  provided  that  they 
accepted  a  decent  plane  of  competition— including  tolerable  wage  and 
hour  standards—would  help  meet  the  situation.  To  promote  economic  re- 
covery, Johnson  suggested  naval  construction,  mechanization  of  the  army, 
and  absorption  of  unemployed  single  men  into  its  ranks,  where  they  would 
serve  without  uniforms.  He  also  advocated  large  public  works  projects. 
Although  public  works  were  authorized  under  the  National  Industrial  Re- 
covery Act  of  1933,  Johnson's  duties  under  the  law  were  limited  to  pro- 
moting recovery  through  federally-supervised  self-government  by  industry. 
As  head  of  the  NRA  in  1933-34,  Johnson  carried  through  with  a  "whoop 
and  a  holler,"  initiating  the  program  with  noisy  parades  and  a  Blue  Eagle 
for  symbol,  but  failing  in  the  prosaic  task  of  day-by-day  administration. 
By  the  fall  of  1934,  as  business  enthusiasm  for  self -regulation  dwindled, 
Johnson  regarded  himself  as  the  victim  of  intrigues,  particularly  by  Secre- 
tary of  Labor  Perkins  and  his  own  NRA  subordinate,  Donald  R.  Richberg. 

The  New  Deal  agencies  brought  other  new  names  into  national  promi- 
nence: Utah  businessman  and  banker,  Marriner  S.  Eccles,  who  became 
chairman  of  the  Board  of  Governors  of  the  Federal  Reserve  System,  but 
who  fought  a  hopeless  battle  to  prevent  the  Treasury  from  reducing  the 
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Federal  Reserve  Board  to  almost  complete  impotence;  Lewis  Douglas  of 
Arizona  who  left  a  seat  in  the  House  to  become  Director  of  the  Budget 
and  finally  resigned  when  the  administration  declined  to  retreat  from 
deficit  spending;  David  Lilienthal,  Wisconsin  Progressive  who  at  last 
brought  order  into  the  discordant  management  of  the  Tennessee  Valley 
Authority  and  made  that  office  and  its  work  one  of  the  New  Deal's  great 
achievements;  George  Peek,  head  of  the  Agricultural  Adjustment  Admin- 
istration, who  had  been  Johnson's  co-worker  in  the  War  Industries  Board 
and  in  business;  and  Milo  T.  Perkins,  who  devised  the  Food  Stamp  plan 
for  getting  surplus  commodities  into  the  hands  of  persons  in  the  low- 
income  groups— a  thoroughly  revolutionary  notion  carried  out  through  or- 
dinary business  channels. 

Of  the  New  Deal  agencies  few  had  quicker  impact  on  more  lives  than 
the  federal  relief  organizations  which  succeeded  each  other  during  1933- 
39.  During  the  major  portion  of  that  period,  federal  relief  funds  and  ac- 
tivities were  administered  by  Harry  Hopkins.  Hopkins,  Iowa-born  and  a 
social  worker,  had  been  named  head  of  New  York  State's  Temporary 
Emergency  Relief  Administration  by  Roosevelt  in  1931;  and  he  came  with 
Roosevelt  to  Washington.  In  his  own  profession,  Hopkins  had  shown  a 
fondness  for  large  projects;  but  he  had  never  lost  sight  of  the  fact  that  the 
beneficiaries  of  philanthropy  were  sentient  men  and  women.  In  dealing 
with  the  vast  and  apparently  unending  problem  of  unemployment  relief, 
Hopkins  continued  to  put  maintenance  of  self-respect  above  economy.  Be- 
cause, frequently  work  had  to  be  devised  in  a  hurry,  undoubtedly  waste 
and  inefficiency  flourished;  but  Hopkins  sought  to  maintain  standards  of 
employment  and  to  fit  people  into  jobs  where  emotionally  they  would  not 
recoil  too  much  from  the  fact  that  the  jabs  were  "made-work."  Large  sums 
were  spent  on  relief;  it  was  inevitable  that  critics  of  the  administration 
should  charge  Hopkins  with  spending  where  money  would  be  most  effec- 
tive politically.  To  many  Hopkins  was  a  humane  public  servant;  to  many 
others  he  was  the  cynical  supporter  of  a  vast  program  of  bread  and 
circuses. 

In  consequence,  Hopkins  and  his  aides— particularly  those  who  headed 
the  youth  program  and  the  white  collar  projects— were  the  objects  of  fre- 
quent Congressional  inquiry  and  violent  public  attack.  Nevertheless,  Hop- 
kins achieved  a  peculiarly  confidential  relationship  with  the  President, 
even  being  invited  to  move  into  the  White  House  where— whether  he  held 
an  official  post  or  not— he  could  constantly  be  at  the  President's  beck  and 
call.  Hopkins  was  selfless  and  knew  the  President's  intention,  sometimes 
even  before  it  had  been  fully  phrased;  it  was  no  wonder,  during  the  war, 
that  he  should  be  entrusted  with  many  delicate  missions— those  to  Britain 
and  Russia  were  particularly  important— in  the  course  of  which,  in  effect, 
he  spoke  for  the  President. 
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In  these  circles  and  among  all  these  men  of  such  different  temperaments 
and  personal  (or  entire  lack  of  personal)  ambitions,  Franklin  Roosevelt 
moved  with  ease  and  good  humor.  Roosevelt  was  not  always  the  wholly 
candid  leader:  what  he  told  Morgenthau  he  may  have  kept  from  Eccles; 
he  could  hold  Hopkins  and  Ickes  in  harness  together,  seeming  to  support 
the  policies  of  each  although  they  were  mutually  contradictory.  Fre- 
quently it  appeared  that  he  encouraged  rivalries  among  his  advisers;  the 
overprotectiveness  of  some  of  them  toward  him  must  have  amused  him. 
He  himself  had  great  political  astuteness  and  a  remarkable  confidence  in 
himself— as  well  as  in  the  resiliencies  of  the  American  people.  His  personal 
charm  stood  him  in  good  stead  when  it  came  to  attract  the  loyalties  of  his 
subordinates;  his  faith  in  America  supported  a  nation  that  might  other- 
wise have  been  rent  by  bitter  internal  strife.  He  and  Churchill  responded 
to  each  other  magically.  But  others  were  puzzled  by  his  lack  of  technical 
knowledge  and  some  were  completely  impervious  to  his  personality:  J.  M. 
Keynes,  the  English  economist,  was  in  the  first  group  and  Stalin  was  in 
the  second.  Whatever  his  shortcomings—and  they  were  not  a  few— Roose- 
velf  s  great  courage  helped  see  America  through  the  dark  days  of  the  de- 
pression and  the  early  bitter  defeats  of  World  War  II. 


CHAPTER  18 


MEASURES  FOR  RELIEF 
AND  RECOVERY 


SUCH  WERE  the  general  New  Deal  policies  and  tactics  designed  to 
restore  the  American  economy  and  make  feasible  its  smooth  function- 
ing, this  time  with  more  equity  as  far  as  the  great  masses  of  the  country's 
population  were  concerned.  Such  were  the  personalities  guiding  America 
through— next  to  the  Civil  War— its  greatest  period  of  crisis.  A  fuller  de- 
scription of  some  of  the  legislative  enactments  and  the  agencies  set  up  by 
the  New  Dealers  is  now  in  order. 

PUBLIC  WORKS  AND  RELIEF 

When  the  Roosevelt  administration  took  office  in  March,  1933,  it  stood 
confronted  by  a  condition  not  a  theory.  How  many  wage  earners  were 
unemployed,  no  one  knew;  estimates  varied  from  13.5  to  17  million.  Evi- 
dent, however,  was  the  fact  that  local  and  even  state  governments  were 
near  the  end  of  their  resources;  their  employees  were  going  unpaid  in 
many  instances,  and  their  credit  was  all  but  exhausted.  The  Emergency 
Relief  Act  of  1932,  in  which  President  Hoover  had  acquiesced,  authorized 
federal  loans  to  help  local  governments  meet  the  costs  of  relief.  Further 
action  was  necessary  as  those  loans  were  exhausted.  In  a  special  message 
on  March  21, 1933,  President  Roosevelt  asked  for  three  programs  to  meet 
current  needs:  public  works,  direct  grants  to  the  states  for  doles,  and  a 
federal  program  of  work  relief. 

1.  Public  works  had  become  acceptable  even  to  the  Hoover  administra- 
tion, but  the  RFC  could  find  relatively  few  "self-liquidating"  projects. 
Although  given  $3  billion  in  appropriations  under  the  National  Industrial 
Recovery  Act,  the  Public  Works  Administration,  which  was  set  up  in  the 
Interior  Department  of  Harold  L.  Ickes,  moved  slowly  and  had  disap- 
pointing results  in  stimulating  employment.  The  PWA  was  authorized  to 
extend  credit  for  financing  long-term  public  construction  projects  to  be 
erected  by  public  or  quasipublic  authorities.  Since  such  construction 
required  careful  planning,  the  PWA  program  could  not  get  under  way 
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quickly  enough  for  rapid  stimulation  of  heavy  industry,  nor  could  it  take 
up  the  slack  in  employment  since  heavy  public  works  required  large 
amounts  of  material  in  proportion  to  labor  and  also  needed  more  trained 
personnel  than  local  relief  rolls  could  supply.  Nevertheless,  despite  high 
costs  and  slow  contribution  to  recovery,  the  PWA  program  had  significant 
social  effects,  for  it  enabled  communities  to  maintain  highway,  bridge, 
sewage  and  other  construction,  to  improve  public  buildings,  and  to  share 
in  the  benefits  of  government  electric  power  plans. 

2.  New  Deal  relief  programs  attempted  to  preserve  skills  and  self- 
respect  as  well  as  existence,  hence  they  cost  more  than  doles  and  some- 
times they  fumbled  in  their  effort  to  provide  work  which  was  at  once  useful 
and  noncompetitive.  For  a  work-relief  plan  would  be  self-defeating  if  it 
displaced  private  enterprise.  The  first  relief  project,  the  Civilian  Conser- 
vation Corps,  was  authorized  March  31,  1933.  In  May,  Congress  adopted 
the  Federal  Emergency  Relief  Act,  which  established  a  Federal  Emer- 
gency Relief  Administration  and  provided  $500  million  to  be  made  avail- 
able to  the  states  for  old-line  poor  relief  programs.  In  October,  Congress 
provided  that  a  Civil  Works  Administration  be  set  up  under  the  FERA: 
the  new  agency  was  to  furnish  useful  work  for  employable  persons  on  the 
relief  rolls.  Since  planning  had  not  been  possible,  although  CWA  gave 
work  to  more  than  4  million  persons,  it  was  far  from  successful  and  was 
abandoned  in  March,  1934. 

3.  In  July,  1935,  Congress  authorized  a  new  program  for  dealing  with 
the  unemployed:  persons  unable  to  work  were  shifted  to  the  relief  rosters 
of  states  and  municipalities  which  received  some  help  from  federal  grants- 
in-aid  for  the  care  of  dependent  children  and  the  blind  and  aged.  Unem- 
ployed persons  able  to  work  were  to  receive  temporary  federal  jobs  under 
the  Works  Progress  Administration.  Unlike  the  PWA  program,  which 
stressed  self-liquidating  heavy  construction  projects,  the  WP A— headed 
through  most  of  its  existence  by  relief  administrator  Harry  Hopkins- 
sought  primarily  to  employ  as  many  persons  as  possible.  Hence,  WPA 
avoided  projects  requiring  relatively  large  expenditures  on  materials  or 
special  skills  and  concentrated  on  those  which  could  find  local  sponsorship 
and  provision  of  material;  the  intention  was  to  put  men  and  women  to 
work  at  once.  WPA  workers  received  prevailing  wage  rates  and  worked 
a  number  of  hours  sufficient  to  provide  earnings  somewhat  higher  than 
budgetary  doles,  but  below  what  could  be  earned  in  private  employment. 
Although  most  WPA  activities  were  undertaken  to  "make  work,"  the  8.5 
million  persons  who  lived  by  them  between  1935  and  1943,  when  the 
agency  was  liquidated,  improved  or  built  schools,  playgrounds  and  air- 
ports, constructed  651,000  miles  of  road,  16,100  miles  of  watermains,  and 
24,300  miles  of  sewer.  Most  WPA  workers  were  unskilled,  but  its  subsidi- 
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ary  National  Youth  Administration  program  provided  employment  for 
young  people  in  school  and  college;  while  other  projects  created  jobs  for 
artists,  writers,  workers  in  the  theater,  and  musicians,  all  of  whom  were 
able  to  continue  exercising  their  skills. 

NYA  programs  cared  for  youths  not  physically  fit  for  the  CCC  program, 
for  unemployed  girls,  and  for  the  much  larger  number  of  young  people 
who  were  enabled  to  remain  at  school  because  of  NYA  payments.  These 
last  were  set  to  work  as  clerks,  library  pages,  assistants  to  academic  proj- 
ects in  the  social  sciences  or  upon  maintenance  of  school  buildings  and 
grounds.  Both  the  academic  and  the  vocational  training  aspects  of  NYA 
eased  glutted  labor  markets  and  prevented  demoralization  of  the  sort 
which  had  made  unemployed  European  young  people  so  ready  to  accept 
political  panaceas  and  adventurist  leadership.  Notable  among  the  results 
of  WPA  "white  collar"  projects  were  the  preservation  of  local  historical 
records;  the  accumulation  of  data  on  distribution  and  spending  of  income; 
the  State  and  local  Guides  of  the  Writers'  Project;  the  Federal  Theater 
project  which  produced  among  others,  T.  S.  Eliot's  Murder  in  the  Cathedral 
and  Sinclair  Lewis's  It  Cant  Happen  Here;  and  the  illustrated  Index  of 
American  Design. 

WPA,  of  course,  met  with  criticism  on  many  levels.  Public  assistance 
without  the  poorhouse  label  seemed  immoral,  particularly  in  sections 
where  relief  offered  an  alternative  to  plantation  agriculture  or  sweated 
labor.  The  "cultural"  projects  were  attacked  as  wasteful  and  "radical,"  and 
finally  denied  appropriations.  WPA  workers  became  the  butt  of  rough 
jokes  with  laziness  and  malingering  for  their  point.  More  seriously,  as 
employment  remained  static  instead  of  increasing,  economists  were  con- 
cerned lest  WPA  programs— such  as  the  surplus  clothing  purchase  and  dis- 
tribution scheme  of  1938— create  a  permanent  pool  of  persons  living  upon 
rather  than  within  the  economy  as  a  whole.  When  WPA  appraised  its  own 
performance  in  1944,  it  found  that  the  combination  of  public  works  with 
relief  was  an  undesirable  policy.  Public  works  should  be  carefully  planned 
in  advance  to  cushion  the  construction  industry  and  prevent  the  need  for 
relief  on  a  large  scale.  In  proportion  to  their  cost,  make-work  programs 
contributed  little  to  economic  recovery.  Yet  it  is  difficult  to  say  that  the 
$12.96  billion  spent  by  the  federal  government  and  localities  on  WPA 
projects  was  entirely  an  extravagance:  the  beneficiaries  might  have  been 
kept  alive  more  cheaply  on  doles  in  cash  or  kind;  but  there  is  no  question 
that  large  numbers  of  persons  maintained  their  self-respect  as  a  result  of 
the  fact  that  they  were  engaged  at  regular  tasks  where  previous  training 
and  competence  played  their  parts. 
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AGRICULTURE 

The  low  estate  of  America's  farmers  between  1930  and  1934  is  indicated 
by  the  fact  that  during  that  period  one  in  four  rural  families  was  com- 
pelled to  ask  public  or  private  charity.  The  New  Deal  made  its  chief  goal 
the  lifting  of  relative  farm  income  back  to  the  1909-14  level.  To  that  end 
it  sought  higher  prices  through  these  devices:  adjustment  of  production 
to  market  demand,  principally  domestic;  reduction  in  the  burden  of  farm 
debt;  rural  rehabilitation;  and  soil  conservation. 

1.  Low  prices  for  agricultural  staples,  with  consequent  low  farm  income, 
lay  at  the  root  of  the  agricultural  problem.  To  raise  price  levels,  supply 
must  be  cut,  but  the  lower  agricultural  prices  the  greater  the  farmer's 
need  to  market  larger  crops  in  order  to  secure  a  living.  Hence,  govern- 
ment subsidy  was  required  to  protect  farmers'  income  while  they  lowered 
their  output  The  Agricultural  Adjustment  Act  of  May  12, 1933,  set  up  an 
Agricultural  Adjustment  Administration  to  administer  its  provisions.  Most 
important  of  these  was  cash  payments  to  producers  in  return  for  reducing 
acreage  devoted  to  the  country's  outstanding  staples.  For  only  sharp  out- 
put limitation  could  eliminate  the  carryover  from  previous  years  and  help 
brii^production  down  to  what  would  meet  domestic  demand.  Funds  for 
the  program  were  to  come,  in  part,  from  taxes  on  such  processors  of  farm 
products  as  millers,  cotton  ginners  and  spinners,  and  meat  packers.  Out- 
put limitation  for  basic  crops—wheat,  corn,  hogs,  cotton,  rice,  tobacco, 
milk,  and  later,  potatoes,  rye,  barley,  flax,  cattle,  beets,  peanuts,  and  sugar 
cane—was  to  be  achieved  by  contracts  between  AAA  agencies  and  indi- 
vidual farmers  who  agreed  to  cut  their  acreage  in  given  crops  in  return 
for  federal  payments.  The  following  year,  in  the  special  Cotton  and  To- 
bacco Control  Acts  of  1934,  actual  production  quotas  were  assigned.  When 
two-thirds  of  the  producers  of  the  crop  agreed,  quotas  might  be  imposed 
upon  all,  under  penalty  of  a  tax  upon  output  marketed  in  excess  of  quota. 

In  addition  to  payment  for  crop  reduction,  the  federal  government  also 
undertook  to  halt  gluts  by  such  devices  as  marketing  agreements,  which 
restricted  shipments  to  amounts  that  could  be  absorbed  without  decreas- 
ing prices;  commodity  loans,  which  enabled  producers  to  hold  staples  like 
grain  and  cotton  in  storage  (sometimes  on  their  own  farms);  and  direct 
purchase  of  surplus  commodities.  In  some  instances,  New  Deal  agricul- 
tural programs  followed  the  example  of  the  Hoover  administration  and 
tried  to  diminish  surpluses  by  subsidizing  their  shipment  abroad.  Since,  in 
large  part,  those  shipments  were  financed  by  United  States  government 
loans,  the  federal  government,  in  effect,  gave  cotton  and  wheat  away.  In 
1933  and  again  in  1938,  the  Federal  Surplus  Commodity  Corporation 
went  further:  it  bought  surpluses  ranging  from  eggs  and  grapefruit  to 
canned  salmon  and  distributed  them  to  persons  on  relief. 
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Although  the  drought  of  1934  proved  the  most  effective  temporary 
means  of  cutting  crops,  the  output  index  of  agricultural  production  fell 
from  140  to  133  between  1933  and  1935  (1899=100).  Acceptance  of  the 
AAA  program  was  widespread:  90  per  cent  of  the  cotton  and  tobacco 
producers,  80  per  cent  of  the  wheat  growers,  and  two-thirds  of  the  com- 
mercial producers  of  corn  and  hogs  signed  contracts  with  the  AAA.  Proc- 
essors and  opponents  of  the  administration  objected.  In  1936,  six  members 


Marcus  in  the  New  York  Times 

"He  never  noticed  her  until  she  started  reducing.** 

of  the  Supreme  Court  agreed,  and  declared  the  entire  program  unconsti- 
tutional: the  federal  government  had  no  power  to  regulate  agriculture. 
Even  less  was  it  justified  in  taxing  one  group  of  citizens  (processors  of 
agricultural  commodities )  for  the  benefit  of  the  growers  of  those  commod- 
ities. Nor  could  the  AAA  be  justified  under  the  Congressional  taxing  power 
since  the  law  used  that  power  for  an  unwarranted  end  ( U.  S.  v.  Butler 
[297  U.S.  1] ).  The  Court  also  ordered  $200  million  ia  processing  taxes  to 
be  returned  to  the  processors,  although  the  latter  had  long  since  passed 
the  levy  on  to  the  pubHc. 
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To  meet  Supreme  Court  interpretation  of  federal  power,  Congress 
adopted  the  Soil  Conservation  and  Domestic  Allotment  Act  of  1936  and 
followed  that  temporary  measure  with  the  AAA  of  1938.  Both  laws  sought 
warrant  in  the  nation's  need  to  protect  its  natural  resources  in  soil  fertility 
through  encouragement  of  improved  agricultural  practice.  The  1936  law 
offered  payment  to  farmers  for  withdrawing  land  from  the  production 
of  staples  and  planting  it  to  soil-improving  crops.  It  also  paid  for  use  of 
techniques  which  checked  soil  erosion.  Its  program  planned  transfer  of 
administration  from  the  federal  government  to  state  agricultural  services 
by  the  beginning  of  1938. 

Despite  anticipations,  the  1936  measure  failed  to  reduce  surpluses  suffi- 
ciently to  raise  agricultural  prices.  Indeed,  with  the  recession  of  mid-1937, 
agricultural  price  levels  fell  sharply.  Consequently,  the  federal  government 
gave  up  half-measures.  The  AAA  of  February,  1938,  attacked  the  problem 
of  surpluses  directly.  The  new  program  was  to  go  into  force  only  after 
referendum  and  acceptance  of  controls  by  two-thirds  of  the  producers  of 
each  crop  with  which  the  AAA  was  authorized  to  deal.  Farmers  agreed  to 
plant  no  more  than  an  allotted  acreage  of  a  given  staple.  To  check  market- 
ing of  larger  amounts,  farmers  consented  not  to  sell  more  than  the  product 
of  their  allotted  acreage  under  penalty  of  fine.  In  the  event  that  marketing 
the  product  of  the  acreage  allotted  failed  to  bring  parity  income  because 
of  low  prices,  the  federal  government  would  make  payments  to  partici- 
pating producers  sufficient  to  bring  their  crop-income  up  to  the  parity 
level.  Furthermore,  through  the  Commodity  Credit  Corporation,  the  fed- 
eral government  offered  crop  loans  which  would,  in  effect,  set  a  minimum 
price  for  specific  products,  since  if  the  market  fell  below  a  given  level, 
CCC  loans  would  enable  the  producer  to  withhold  his  crop.  By  1950,  the 
CCC  had  $3.8  million  invested  in  price  supports,  principally  for  cotton, 
wheat  and  corn. 

/By  an  elaborate  structure  of  output  limitation  through  acreage  allot- 
ments, quotas,  marketing  control,  and  commodity  loans,  the  federal  gov- 
ernment was  to  assist  American  fanners  in  adjusting  supply  to  domestic 
demand.|Producers  of  agricultural  staples  thus  might  share  industry's  abil- 
ity to  adapt  the  quantity  of  goods  offered  for  sale  to  anticipated  effective 
demand.  While  the  AAA,  as  a  result,  made  staple  agriculture  a  beneficiary 
of  the  federal  government,  spokesmen  for  organized  agriculture  declared 
that  fanners  were  as  much  entitled  to  government  care  as  manufacturers 
whose  enterprises  had  flourished  behind  the  protective  shield  of  high 
tariffs. 

2.  Thus,  the  New  Deal  sought  to  raise  farm  prices  and  restore  farm  in- 
come "parity/7  that  is,  to  assure  farmers  an  income  relatively  equal  to  the 
share  of  national  income  which  agriculture  had  received  during  the  period 
1909-14,  The  New  Deal  also  attempted  to  aid  the  farmer  by  easing  the 
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heavy  burden  of  agricultural  debt.  In  1934,  to  unify  federal  activities  in 
this  field,  the  Federal  Farm  Board  and  the  Farm  Loan  and  Intermediate 
Credit  Banks  were  consolidated  into  an  independent  agency,  the  Farm 
Credit  Administration,  which  was  put  into  the  Department  of  Agriculture 
by  executive  order  in  1939.  By  this  time,  federal  farm  credit  agencies 
held  40  per  cent  of  all  farm  mortgage  debt,  and  FCA  foreclosed  only  in 
instances  of  bad  faith. 

In  May,  1933,  Congress  adopted  the  Emergency  Farm  Mortgage  Act 
which  authorized  federal  land  banks  to  lend  on  the  basis  of  "normal" 
rather  than  current  deflated  land  values.  The  following  year,  under  the 
Farm  Mortgage  Refinancing  Act,  Congress  set  up  a  Federal  Farm  Mort- 
gage Corporation  under  the  FCA  and  gave  it  a  revolving  fund  of  $2  bil- 
lion. With  this,  the  Corporation  was  to  strengthen  the  federal  land  banks 
by  exchanging  its  guaranteed  bonds  for  theirs.  In  addition,  the  Corpora- 
tion might  make  direct  loans  on  mortgages. 

For  many  farmers,  threat  of  foreclosure  was  so  immediate  that  a  stop- 
gap was  necessary  since  measures  to  improve  farm  income  and  ease  farm 
credit  required  time  for  real  effect.  Consequently,  Congress  replaced  the 
Federal  Farm  Bankruptcy  Act  of  1934,  which  the  Supreme  Court  had  de- 
clared unconstitutional  ( Louisville  Bank  v.  Radford  [295  U.S.  555, 1935] ) , 
with  the  Farm  Mortgage  Moratorium  Act  of  1935.  Under  this  measure, 
courts  were  empowered  to  grant  fanners  in  danger  of  foreclosure  three 
years  of  grace  during  which  they  might  keep  their  farms  by  payment  of 
rents  which  the  court  declared  reasonable,  or  repossess  them  upon  paying 
the  assessed  value.  Creditors'  rights  were  protected  by  allowing  them  a 
90-day  period  to  request  reappraisal  or  even  sale  at  auction,  but  the  former 
owner  might  redeem  the  farm  upon  payment  of  the  price  fetched  at  forced 
sale. 

3.  A  third  aspect  of  the  agricultural  problem  was  presented  by  the 
plight  of  tenants,  unemployed  farm  laborers,  and  farmers  on  submarginal 
land.  The  AAA  program  was  designed  to  aid  producers  of  commercial 
crops.  In  certain  instances,  the  AAA  of  1933  even  acted  to  increase  distress 
among  farm  workers  and  tenants,  for  crop  reduction  payments  went  to 
owners  only  and  often  enabled  them  to  replace  tenants  by  machine  meth- 
ods. To  aid  disadvantaged  rural  groups,  the  New  Deal  experimented  with 
subsistence  homesteads  in  1933  and  resettlement  of  submarginal  farmers 
in  1935.  Both  projects  attempted  to  take  inferior  land  out  of  cultivation 
and  to  shift  the  families  displaced  in  the  process  to  more  desirable  land. 
In  addition,  the  Division  of  Subsistence  Homesteads  and  the  Resettlement 
Administration  lent  money  to  family  farmers  considered  poor  risks  by 
banks  or  other  federal  farm  lending  agencies.  Besides  lending  for  seed, 
feed,  tools,  and  home  repair,  these  agencies  attempted  to  guide  borrowers 
toward  better  farm  practice.  During  1936,  the  Special  Committee  on  Farm 
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Tenancy,  which  President  Roosevelt  had  appointed,  carried  on  an  exten- 
sive inquiry  into  current  patterns  of  land  tenure. 

The  Committee's  report  recorded  conditions  disturbing  to  those  who  be- 
lieved that  the  family  farm  was  a  mainstay  of  American  civilization.  Not 
only  did  such  farms  produce  a  decreasing  proportion  of  total  farm  output, 
but  individual  ownership  was  weakening:  the  average  equity  of  farmers 
was  only  42  per  cent  of  the  value  of  their  farms  and  in  many  cases,  equity 
had  fallen  as  low  as  20  per  cent.  In  1935,  tenancy  stood  at  42  per  cent,  the 
highest  in  American  experience.  Less  and  less  was  tenancy  a  step  on  the 
way  to  ownership.  Increasingly,  and  particularly  in  the  South  where  54 
per  cent  of  farmers  were  tenants  and  one  family  in  three  changed  farms 
each  year,  tenancy  became  the  equivalent  of  wage-work  without  benefit 
of  protective  labor  legislation.  Since  such  forms  of  tenancy  prevailed  in 
the  area  with  the  highest  birthrate,  a  significant  number  of  American 
children  were  born  into  rural  poverty,  deprived  of  educational  opportu- 
nity, and  all  but  committed  to  their  parents'  pattern  of  living. 

In  a  special  message  to  Congress  in  February,  1937,  President  Roosevelt 
declared  that  four  lines  of  action  were  needed:  credit  and  counsel  to  help 
tenants  become  owners;  loans  and  education  for  disadvantaged  small  own- 
ers; retirement  of  marginal  farms  from  cultivation  and  resettlement  of 
their  owners;  and  co-operation  among  federal,  state,  and  local  agencies  to 
revise  leasing  systems  based  merely  on  oral  arrangements  and  to  promote 
those  which  would  make  for  longer  tenure  and  sounder  agricultural  prac- 
tice. The  1935  Farm  Credit  Act  had  authorized  loans  for  buying  farms 
through  the  Federal  Farm  Mortgage  Corporation,  but  that  had  opened 
the  door  of  ownership  to  a  relatively  limited  number  of  farmers.  In  con- 
sequence of  the  Committee's  report  and  of  administration  pressure,  Con- 
gress adopted  the  Bankhead-Jones  Farm  Tenant  Act  of  1937.  This  put 
both  rural  relief  and  rehabilitation  activities  into  a  Farm  Security  Admin- 
istration. The  law  authorized  the  FS^  to  make  low-interest  long-term 
loans  to  help  tenants  buy  land  and  to  aid  approved  families  in  their  new 
status.  The  FSA  was  also  given  charge  of  camps  for  migratory  workers 
and  of  the  Resettlement  Administration's  subsistence  homesteads  projects. 
Because  FSA  activities  stressed  co-operative  farming  on  a  mass-production 
basis,  because  of  its  supervisory  activities  on  behalf  of  beneficiaries  of  its 
long-term  loan  program,  and  because  it  attempted  to  protect  such  tradi- 
tionally "second-class  citizens"  as  migratory  agricultural  workers,  many  of 
whom  were  Negro  or  Mexican,  the  FSA  met  with  great  hostility  until  it 
was  abolished  in  1943.  It  was  being  charged  with  being  paternalistic,  so- 
cialistic, demoralizing  and  extravagant;  but  in  the  period  1937-41,  it  spent 
only  $705.9  million  on  loans  or  grants  to  1.47  million  farm  families. 

New  Deal  activities  on  behalf  of  agriculture  perhaps  constituted  the  ad- 
ministration^ greatest  successes :  for  both  prices  and  farm  income  mounted. 


MEASURES  FOR  RELIEF  AND  RECOVERY  401 

The  index  of  gross  farm  income  (adjusted  for  changes  in  the  inventory 
value  of  farm  animals)  rose  from  90.7  in  1933  to  139.5  in  1937  (1909- 
13  =  100).  Farm  mortgage  debt  was  cut  from  $9.2  to  $7.0  billion  between 

1932  and  1939,  while  debt  as  a  percentage  of  value  dropped  from  27.6  in 

1933  to  20  in  1939.  Furthermore,  declining  interest  rates  made  farm  debts 
easier  to  carry,  while  FCA  institutions  like  the  Production  Credit  Associa- 
tions of  1933-34  lowered  the  cost  of  working  capital.  Farmers'  gains  were 
notable,  although  farm  income  did  not  quite  reach  the  "parity"  levels  set 
for  it  by  Department  of  Agriculture  economists.  These  gains  had  been 
achieved  by  making  agriculture  a  subsidized  charge  of  the  state;  here  the 
New  Deal's  interventionism  had  effected  its  greatest  change  in  the  Ameri- 
can economy.  From  1939  on,  American  agriculture  continued  to  prosper: 
but  only  because  government  remained  wedded  to  the  idea  that  farm  in- 
come was  to  be  guaranteed  through  maintenance  of  agricultural  prices,  by 
control  and  limitation  of  agricultural  production  if  necessary. 

INDUSTRY 

As  in  the  case  of  agriculture,  the  industrial  price  level  needed  attention. 
Here,  too,  the  basic  New  Deal  idea  was  the  same— that  of  production 
control— but  all  the  sins  here  committed  were  in  the  name  of  "fair  compe- 
tition." In  a  sense,  the  National  Industrial  Recovery  Act  of  June,  1933, 
carried  through  the  program  which  Secretary  of  Commerce  Hoover  had 
envisioned  in  the  early  1920's:  industry  was  to  be  allowed  to  control  prices 
and  output;  in  effect,  to  engage  in  cartelization,  although  antitrust  laws 
were  almost  a  shibboleth  of  American  economic  policy. 

By  the  terms  of  the  NIRA,  Congress  suspended  the  provisions  of  the 
Sherman  and  Clayton  Acts  in  favor  of  concerns  which  would  accept  the 
regulations  of  the  National  Recovery  Administration.  Under  NRA  super- 
vision, each  branch  of  industry  was  to  draft  codes  of  "fair  competition"  in 
such  matters  as  pricing,  production,  and  marketing,  and  to  enforce  these 
through  code  authorities  representative  of  the  firms  in  each  industry.  Vio- 
lators were  to  be  reported  to  the  NRA  which  would  turn  their  cases  over 
to  the  Department  of  Justice  for  action  in  the  federal  courts.  Should  prices 
rise  in  consequence  of  the  NIRA,  the  President  was  authorized  to  check 
imports  given  price  advantages  by  the  operation  of  the  new  law. 

Since  speed  was  necessary,  many  codes  bore  close  resemblance  to  those 
drafted  by  the  trade  practices  conferences  of  the  1920's.  As  completed  in 
1933,  most  codes  also  incorporated  plans  to  set  minimum  price  levels  and 
to  limit  production;  indeed,  98  leading  NRA  codes  provided  for  restric- 
tions on  both  production  and  output.  In  exchange  for  wide  privileges  of 
self -regulation,  and  to  forestall  such  measures  as  the  Black-Connery  30- 
hour  week  bill,  complying  industries  agreed  to  forego  pressure  on  labor  as 
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a  means  of  cutting  costs.  All  industries  were  required  to  accept  the  40- 
hour  work  week  as  a  standard,  to  bar  the  labor  of  children  under  16,  pay 
a  minimum  wage  ranging  from  $12  to  $15  per  week,  and  to  refrain  from 
interference  with  labor's  right  to  organize. 

Although  NRA  codes  were  primarily  intended  as  a  recovery  measure 
which  would  allow  prices  to  rise  without  danger  from  too-enterprising 
"chiselers,"  they  had  significant  implications  for  the  economy.  Their  basic 
assumption  was  that  the  way  to  recovery  lay  not  in  reducing  costs  so  that 
demand  could  absorb  a  larger  output,  but  in  maintaining  or  increasing 
prices,  so  that  lower  output  need  not  damage  solvency.  Generally,  the 
larger  enterprises  dominated  code  authorities  in  each  industry,  for  these 
played  a  major  role  in  the  trade  associations  which  had  drafted  many 
codes.  Such  combined  action  under  government  auspices  made  for  an  in- 
crease in  concentration  of  control,  a  tendency  reinforced  by  inclusion  of 
market-restricting  practices  in  many  of  the  more  than  500  codes  drawn  up 
under  the  NIRA. 

After  a  brief  period  of  general  acceptance,  code  violations  multiplied 
and  complaints  grew.  Smaller  enterprises  protested  that  their  interests 
were  ignored  or  overridden.  Industry  spokesmen  attacked  attempts  to  pro- 
tect labor's  right  to  organize;  others  inveighed  against  fixed  minimal  stand- 
ards which  prevented  small  producers  in  low-wage  areas  from  pressing 
their  advantages.  Still  others  pointed  out,  quite  properly,  that  the  code 
system  was  encumbering  the  country's  economy  with  cost  rigidities. 
Labor,  for  its  part,  protested  not  only  its  practical  exclusion  from  the  code 
drafting  and  administrating  machinery,  but  the  effect  which  the  operation 
of  that  machinery  had  upon  workers'  interests.  Thus,  labor  spokesmen 
found  a  tendency  to  level  wages  toward  the  minimum,  while  workers  were 
displaced  either  by  machinery  or  by  the  introduction  of  speed-up  meth- 
ods. The  increased  employment  in  industries  which  came  under  NRA 
regulation  stemmed  more  from  a  shorter  work  week  than  from  industrial 
expansion,  hence  total  labor  income  increased  less  than  had  been  hoped. 
Representatives  of  consumers'  groups  found  rising  prices  uncompensated 
by  sufficient  recovery  to  increase  general  purchasing  power.  By  the  fall  of 

1933,  noncompliance  with  code  agreements  became  general  and  criticism 
swelled  in  Congress.  To  forestall  Congressional  investigation,  in  March, 

1934,  the  administration  established  an  independent  National  Recovery 
Review  Board  headed  by  Clarence  Darrow,  iconoclast  champion  of  the 
underdog  since  he  had  served  as  Debs'  counsel  after  the  Pullman  Strike 
of  1894.  Most  of  the  Review  Board's  reports  remained  unpublished  but 
the  public  soon  came  to  know  that  the  Board  had  found  code  authorities 
dominated  by  large  corporations  which  used  the  power  given  them  under 
NIRA  to  control  prices  and  restrict  output. 

In  June,  1934,  the  administration  took  measures  to  check  price-fixing  in 
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newly-drafted  codes.  Nevertheless,  a  conference  of  industrialists  that 
month  urged  government  to  allow  industry  to  police  itself  and  cease  at- 
tempts to  enforce  industrial  standards.  Industry  spokesmen  were  ready  to 
accept  minimum  wages  and  maximum  hours  on  a  "flexible"  basis,  but  they 
found  protection  of  free  unions  undesirable.  Dissatisfaction  swelled  among 
both  industry  groups  and  those  concerned  with  purchasing  power,  since 
further  study  of  the  operation  of  the  NIRA  showed  that  dividends  and 
interest  had  improved  faster  than  industrial  output  or  employment.  The 
administration's  request  for  a  2-year  extension  of  the  NIRA,  which  had 
been  enacted  to  expire  in  June,  1935,  began  to  meet  with  a  mounting 
opposition;  administrative  confusion  within  the  NRA  further  intensified 
the  political  tangle. 

On  May  27,  1935,  the  Supreme  Court  cut  the  knot.  In  the  case  of 
Schechter  Poultry  Corporation  v,  17.  S.  (295  U.S.  495)  the  Court  found 
the  NIRA  unconstitutional.  In  the  case  of  Panama  Refining  Company  v. 
Ryan  (293  U.S.  288),  the  Supreme  Court  had  already  found  unconstitu- 
tional the  delegation  of  power  to  the  President  in  NIRA  authorization  of 
a  ban  on  interstate  shipment  of  oil  production  beyond  assigned  quotas. 
The  Schechter  decision  went  further:  Congress  had  delegated  its  powers 
improperly  through  the  President  to  groups  of  private  persons,  the  code 
authorities;  second,  Congress  had  abused  its  power  over  interstate  com- 
merce by  extending  it  to  cover  labor  relations  and  business  practices; 
third,  no  "national  emergency"  existed  in  1933,  hence  Congress  could 
not  claim  extraordinary  privileges  on  that  score. 

Thus,  the  Supreme  Court  decided  that  the  federal  government  had  no 
constitutional  authority  to  seek  to  restore  price  levels  by  supporting  pro- 
grams tending  to  reduce  agricultural  output  and  to  control  industrial 
prices,  production,  and  methods  of  competition.  The  New  Deal's  plans  to 
secure  economic  recovery  by  easing  industrial  producers'  paths  toward 
adjusting  output  to  demand  by  other  means  than  price  changes  were 
blocked  by  legal  institutions  as  well  as  mounting  dissatisfaction  among 
industry  representatives  and  the  public.  Ironically  enough,  a  theory  based 
on  a  profound  re-ordering  of  American  society  and  assumed  to  achieve 
greater  economic  equalization  was  using  the  devices  of  cartelization.  And 
one  of  the  most  conservative  forces  in  America  (tp  that  time),  the  Su- 
preme Court,  was  boldly  attacking  the  growing  threat  o£  monopoly  power. 
Presumably  the  Roosevelt  administration  was  liberal  if  not  radical  and  the 
Supreme  Court  was  the  reverse,  yet  in  this  instance  the  Supreme  Court 
had  saved  the  day. 


CHAPTER  19 


MEASURES  FOR 

REHABILITATION 

AND  REFORM 

A  NEW  DEAL  FOR  LABOR 

INVALIDATION  of  the  NIRA  and  the  first  AAA  may  be  taken  for  a 
transition  point  in  the  evolution  of  New  Deal  policy.  Between  1933  and 
1935,  the  Roosevelt  administration  had  made  economic  recovery  through 
higher  price  levels  its  principal  concern.  In  the  measures  of  1935-38,  chief 
emphasis  was  laid  on  attempts  to  increase  purchasing  power,  to  improve 
the  position  of  certain  industries,  and  to  reform  banking  and  financial 
practice.  No  rigid  line  can  be  drawn,  to  be  sure,  for  the  AAA  of  1938  con- 
tinued efforts  to  raise  price  levels,  while  measures  regulating  investment 
practice  belong  to  1934;  nevertheless,  the  difference  in  emphasis  is  sig- 
nificant Nor  should  it  be  overlooked  that  opposition  to  continued  action 
for  reform,  with  consequent  extension  of  federal  activity,  animated  a  con- 
siderable portion  of  opposition  to  the  New  Deal. 

With  increased  purchasing  power  among  lower-income  groups,  the  New 
Deal  hoped  for  a  more  lasting  economic  revival  than  that  which  had  dis- 
counted the  effect  of  the  NIRA.  Hence,  the  New  Deal  attempted  to  fix 
standards  as  a  means  of  protecting  the  lowest-paid  workers,  and  to  further 
the  bargaining  power  of  organized  labor.  Against  the  general  demoraliza- 
tion of  labor  conditions  which  spread  between  1929  and  1933,  the  New 
Deal  set  the  40-hour  work  week  and  the  agreed  minimum  wage.  When 
the  Supreme  Court  invalidated  federal  power  to  impose  such  standards, 
conditions  worsened. 

To  prevent  further  wage-cuts,  Congress  adopted  the  Walsh-Healey  Pub- 
lic Contracts  Act  of  1936.  This  provided  that  no  government  contract 
worth  more  than  $10,000  should  go  to  a  firm  which  employed  child  work- 
ers or  convict  labor,  imposed  a  work  week  longer  than  40  hours,  failed  to 
maintain  safe  and  sanitary  working  conditions,  or  denied  its  workers  the 
right  to  organize.  In  the  future,  the  Secretary  of  Labor  was  empowered 
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to  fix  minimum  wage  rates  for  employees  of  such  contractors  to  be  the 
equivalent  of  rates  prevailing  in  given  areas. 

The  Fair  Labor  Standards  Act.  In  1938,  Congress  went  further,  adopt- 
ing the  Fair  Labor  Standards  Act.  In  the  shape  of  the  Black-Connery 
Wages  and  Hours  bill,  many  of  its  provisions  had  been  before  the  legisla- 
ture since  1933.  Economic  and  sectional  opposition  had  blocked  the  meas- 
ure, for  employers  were  hostile  to  the  30-hour  work  week  and  Southern 
spokesmen  did  not  wish  their  states  to  lose  the  economic  attractiveness  of 
low  wages  and  absence  of  protective  labor  legislation.  After  the  recession 
of  1937  (which  will  be  discussed  in  the  following  chapter),  the  adminis- 
tration gave  its  support  to  a  substitute  measure  designed  to  bolster  the 
purchasing  power  of  the  lowest-income  groups.  Not  until  June,  1938,  was 
Republican  and  conservative  Democratic  opposition  finally  overcome  and 
the  new  bill  enacted  into  law. 

The  Fair  Labor  Standards  Act  set  25  cents  an  hour  and  44  hours  a  week 
as  minimum  initial  standards,  and  40  cents  an  hour  and  40  hours  a  week  as 
objectives  to  be  achieved  within  eight  and  three  years  respectively.  Ex- 
empted were  professional  workers,  domestics,  fishermen  and  seamen,  farm 
laborers,  and  food-processing  employees.  Enforcement  was  entrusted  to  the 
Wages  and  Hours  Division  of  the  Labor  Department  and  this  was  ordered 
to  call  separate  industry  conferences  to  put  the  program  into  action. 
Later,  this  agency  was  given  charge  of  administering  measures  like  the 
Walsh-Healey  Act  as  well.  In  addition  to  regulating  wages  and  hours,  the 
FLSA  excluded  from  interstate  commerce  goods  made  by  "oppressive 
child  labor."  Such  labor  was  defined  as  employment  of  children  under  16 
—except  for  such  as  were  engaged  in  agriculture  and  had  passed  the  age 
of  school  attendance  set  by  state  Jaw— as  well  as  the  employment  of  young 
persons  between  16  and  18  in  "hazardous  occupations.*'  To  carry  through 
this  portion  of  the  act,  the  Department  of  Labor  Children's  Bureau  was 
authorized  to  define  "hazardous  occupations"  and  to  make  rules  for  the 
employment  of  14-to-16  year  olds  in  other  occupations  than  manufactur- 
ing or  mining.  Thus,  despite  failure  of  the  child  labor  amendment,  Con- 
gress extended  its  power  over  interstate  commerce  to  include  regulating 
fiie  labor  of  children  and  young  persons;  and  a  long-needed  reform  was 
put  on  the  statute  books  by  legislative  enactment  and  written  into  the 
economic  lif e  of  the  nation  by  administrative  decree.  The  sharp  restriction 
of  child  labor  was  one  of  the  New  Deal's  finest  flowers. 

The  standards  set  by  the  FLSA  were  not  lowered  during  World  War  II. 
Late  in  1949,  Congress  amended  the  law  to  raise  minimum  wages  to  75 
cents  an  hour.  It  also  permitted  the  Secretary  of  Labor  to  name  "hazard- 
ous occupations"  in  which  not  even  parents  or  guardians  might  use  16- 
to-18  year  olds.  Although  newspaper  owners  retained  their  privilege  to 
employ  delivery  boys  without  regard  to  FLSA  minimum  age,  wage,  or 
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hour  limitations,  agricultural  employers  might  hire  persons  under  16  only 
after  school  hours  in  the  district  where  the  minor  lived. 

Labor  Injunctions.  Thus  the  New  Deal  tried  to  increase  purchasing 
power  among  the  most  disadvantaged  workers.  It  also  quickly  accepted 
the  position  that  the  bargaining  power  of  organized  labor  should  be  pro- 
tected by  federal  action,  and,  in  this  way,  won  the  growing  body  of  trade 
unionists  to  its  support.  As  has  been  noted,  during  the  1920's,  organized 
labor  suffered  from  the  consequences  of  technological  change  and.adverse 
judicial  decisions.  For  the  first  time  since  1890,  labor  union  membership 
failed  to  increase  despite  prosperity.  Yet,  though  the  labor  movement  lost 
in  numbers  during  the  depression  (union  membership  fell  from  3,442,600 
to  2,973,000  between  1929  and  1933),  it  achieved  an  important  legislative 
advance  in  1932,  when  Congress  passed  and  President  Hoover  signed  the 
Norris-La  Guardia  Act.  This  measure  limited  the  power  of  federal  courts 
to  issue  injunctions  in  labor  disputes  to  instances  where,  if  unlawful  con- 
duct were  threatened,  the  complainant  would  be  more  injured  than  the 
union  or  where  local  police  officers  were  unable  or  unwilling  to  give  ade- 
quate protection.  "Labor  disputes"  was  defined  to  include  all  controver- 
sies over  the  "terms  or  conditions  of  employment"  or  the  "association  or 
representation'*  of  persons  in  seeking  to  negotiate  on  such  questions  "re- 
gardless of  whether  or  not  the  disputants  stand  in  the  proximate  relation 
of  employer  and  employee . . ."  In  other  words,  trade  union  officials  were 
recognized  as  spokesmen  for  workers  involved  in  an  industrial  dispute. 
The  Norris-La  Guardia  Act  thus  widened  the  allowable  area  of  industrial 
conflict  which  had  been  shrunk  by  such  Supreme  Court  decisions  as  those 
in  the  Bedford  Cut  Stone  and  Duplex  Printing  Company  cases.1 

Furthermore,  "yellow-dog"  contracts,  under  which  employees  agreed 
not  to  join  free  unions,  might  not  be  enforced  in  federal  courts.  Hence, 
unions  could  no  longer  be  enjoined  from  attempts  to  seek  membership 
among  workers  upon  whom  such  agreements  had  been  forced.  Procedur- 
ally,  the  law  made  important  changes:  it  provided  that  injunctions  might 
issue  only  after  hearing  in  open  court  with  both  parties  present;  thus  end- 
ing the  abuse  of  temporary  ex  parte  injunctions  granted  to  complainants 
without  hearing  and  sometimes  without  notice  to  the  other  party.  In  cases 
of  contempt  for  violation  of  an  injunction,  defendants  might  ask  for  a  jury 
trial  unless  the  contempt  had  been  committed  in  the  presence  of  the  court. 
Thus,  organized  labor  achieved  reforms  it  had  been  demanding  since  the 
beginning  of  the  century. 

Section  2  of  the  Norris-La  Guardia  Act  declared  that  in  consequence  of 
the  disparity  in  power  between  employers  and  employees,  government 
should  protect  the  latter  in  their  right  to  organize.  That  policy  statement 

1  See  above,  p.  275. 
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was  to  become  effective  under  the  New  Deal  but  not  until  after  1935.  To 
be  sure,  section  7  (a)  of  the  NIRA  did  declare  that  employees  should  be 
permitted  to  "organize  and  bargain  collectively  through  representatives  of 
their  own  choosing"  without  coercion  by  employers  or  their  agents.  But 
section  7  (b)  struck  a  balance,  declaring  that  membership,  or  nonmem- 
bership,  in  a  labor  organization  was  not  to  be  made  a  prerequisite  of  em- 
ployment, and  that  no  one  was  to  be  denied  the  right  to  refrain  from 
joining  a  union. 

Section  7  (a)  won  most  attention,  since  organized  labor  took  it  for  a 
guarantee.  Organizations  like  the  United  Mine  Workers  began  extensive 
organizing  campaigns.  The  AFL  itself  went  into  activity  in  the  steel,  tex- 
tile, and  automobile  industries.  Between  1933  and  1934,  organized  work- 
ers ( including  groups  outside  the  AFL  but  not  including  company  unions ) 
increased  from  2.97  to  3.6  million.  Growth  was  particularly  notable  in 
mass  production  industries  like  automobiles,  aluminum,  and  rubber. 
There,  membership  in  AFL  "federal"  unions  (mixed  groups  affiliated  with 
the  Federation  directly  rather  than  through  an  international)  grew  from 
fewer  than  11,000  in  1933  to  more  than  111,000  in  1935.  To  avert  strikes  in 
the  automobile,  steel,  maritime,  and  textile  industries  during  the  latter 
part  of  1933  and  the  spring  of  1934,  President  Roosevelt  set  up  special 
industry  boards  to  settle  disputes,  many  of  which  stemmed  from  employ- 
ers' refusal  to  negotiate  with  free  unions.  In  each  instance,  employees 
won  some  concessions,  but  on  the  essential  point  of  recognition  of  their 
unions  as  bargaining  agents  they  were  defeated.  Industrial  strife  con- 
tinued until,  in  June,  1934,  Congress  authorized  the  President  to  set  up 
machinery  to  investigate  differences  arising  under  the  NIRA.  The  board 
which  the  President  established  frequently  conducted  collective  bargain- 
ing elections,  but  it  had  no  power  to  make  employers  deal  with  the  agent 
chosen. 

The  Wagner  Act.  In  July,  1935,  after  the  Supreme  Court  had  over- 
thrown the  NIRA  and  so  invalidated  section  7  (a),  Congress  adopted  the 
long-pending  National  Labor  Relations  Act  sponsored  by  Senator  Wagner 
of  New  York.  For  the  first  time  in  United  States  history,  federal  law  gave 
labor  organization  positive  rights  rather  than  legal  toleration.  The  Wagner 
Act  forbade  employers  to  coerce  employees  from  joining  the  organization 
of  their  choice.  It  obligated  employers  to  bargain  collectively  with  repre- 
sentatives of  the  organizations  chosen  by  their  workers.  Further,  it  for- 
bade employers  to  engage  in  specified  "unfair  labor  practices,"  notably, 
fostering  company  unions  or  discriminating  against  employees  because  of 
their  union  activity.  To  carry  out  the  law,  the  act  provided  a  National 
Labor  Relations  Board  of  three  members  equipped  with  quasijudicial 
powers  like  those  of  the  Federal  Trade  Commission.  The  Board  was  to 
investigate  employees'  complaints  of  unfair  practices,  to  hold  hearings. 
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conduct  collective  bargaining  elections  after  determining  the  appropriate 
bargaining  unit—craft,  plant,  or  group  of  plants-and  to  certify  the  organi- 
zation chosen  as  representative. 

Of  lesser  significance  than  the  Wagner  Act  of  1935  was  a  law  of  the  fol- 
lowing year  which  forbade  interstate  transport  of  persons  hired  to  inter- 
fere in  industrial  disputes.  Need  for  such  legislation  became  evident  as 
a  result  of  the  Senate  Education  and  Labor  subcommittee's  inquiry  into 
violations  of  free  speech  and  civil  liberties  in  labor  disputes.  From  1936 
to  1940,  the  group  headed  by  Senator  R.  M.  LaFollette,  Jr.  held  hearings 
on  employer  espionage  against  unions  and  on  employer  violence  in  labor 
disputes;  the  facts  thus  displayed  gave  point  to  the  contention  that  to 
secure  reasonable  equality  of  bargaining  power  between  employer  and 
employee,  the  rules  might  justifiably  be  weighted  in  favor  of  the  latter's 
organization. 

By  1937,  the  Supreme  Court  itself  seemed  willing  to  countenance  that 
view.  In  April,  five  cases  under  the  Wagner  Act  came  before  it.  Employ- 
ers presented  arguments  against  the  law's  constitutionality,  but  a  series  of 
5-to-4  decisions  upheld  the  NLRA  as  a  proper  exercise  of  federal  power 
under  the  commerce  clause  (National  Labor  Relations  Board  v.  Jones  and 
Laughlin  Steel  Corporation,  [301  U.S.  1];  Associated  Press,  v.  NLRB,  [301 
U.S.  103];  Fruehauf  Trailer  Company  v.  NLRB,  [301  U.S.  49];  Friedman- 
Harry  Marks  Clothing  Company  v.  NLRB,  [301  U.S.  58]).  The  Court 
further  found  unions  a  practical  necessity  if  employers  and  employees 
were  to  bargain  effectually.  The  majority  opinion  also  declared  that  the 
right  to  organize  should  have  the  status  of  a  "fundamental  right"  on  a 
plane  with  freedom  of  contract  In  1938,  a  group  of  six  lesser  decisions 
found  that  NLRB  procedure  generally  fulfilled  the  requirements  of  "due 
process  of  law"  under  the  Constitution. 

As  a  result  of  new  legal  status  and  of  fresh  militance  spurred  by  a 
favorable  political  climate,  free  unions  increased  their  membership  from 
less  than  four  million  in  1929  to  nearly  eleven  million  in  1938-39.  Instead 
of  being  excluded  from  basic  and  mass  production  industry,  organized 
labor  won  agreements  with  most  producers  of  steel,  automobiles,  electri- 
cal equipment,  and  similar  products.  Employers  who  did  maintain  com- 
pany unions  were  forced  to  follow  the  wage  standards  set  by  negotiations 
between  employers  and  free  unions  in  order  to  keep  their  own  workers 
from  choosing  other  representatives. 

Trade  Union  Growth.  Organized  labor  made  its  advance  despite  seri- 
ous division  among  unions.  In  1935,  John  L.  Lewis,  head  of  the  UMW, 
sponsored  a  resolution  favoring  industrial  rather  than  craft  organization  in 
basic  industries.  The  AFL  convention  to  which  it  was  presented  rejected 
the  Lewis  proposal.  With  the  heads  of  other  Federation  organizations, 
notably  the  printers',  men's  and  women's  clothing  workers',  and  millinery 
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workers'  unions,  Lewis  set  up  the  Committee  for  Industrial  Organization. 
This  supplied  money  and  trained  organizers  to  further  free  unions  in  the 
automobile  and  steel  industries  particularly.  In  1936,  the  Federation  sus- 
pended the  Lewis  group.  The  following  year,  it  authorized  expulsion  of 
those  unions  which  did  not  accept  the  AFL  demand  that  the  CIO  he  dis- 
banded. 

Industrial  organization  and  a  40-day  sitdown  strike  (outlawed  by  the 
Supreme  Court  in  NLRB  v.  Fansrteel  Metallurgical  Company  [306  U.S. 
270, 1939] )  won  the  CIO  United  Automobile  Workers  of  America  partial 
recognition  from  General  Motors  in  February,  1937.  The  following  month, 
and  without  prodding  by  a  major  strike,  United  States  Steel  recognized 
the  CIO  United  Steel  Workers  Organizing  Committee  as  bargaining  agent, 
established  the  40-hour  work  week,  and  set  up  grievance  machinery.  An 
effort  to  organize  the  smaller  steel  companies  during  the  spring  and  sum- 
mer of  1937  met  with  severe  setbacks,  but  CIO  successes  were  sufficient 
to  make  its  leaders  refuse  to  accept  Federation  demands. 

As  a  result,  the  Federation  expelled  eight  of  the  ten  members  of  the 
CIO  in  1938  and  the  latter  set  up  as  a  separate  labor  federation,  the  Con- 
gress of  Industrial  Organizations.  Although  President  Roosevelt  himself 
attempted  to  secure  reunion  in  1939,  the  labor  movement  continued  di- 
vided, rather  on  factional  grounds  than  because  of  real  difference  of  prin- 
ciple. For  assumption  of  conflict  between  craft  and  industrial  organization 
is  not  tenable:  division  was  rooted  in  fear  among  older  AFL  leaders  that 
they  and  their  organizations  would  be  swamped  by  the  new  recruits  to 
free  unionism;  and  division  was  maintained  by  mutual  stubborn  refusal 
to  compromise,  particularly  by  the  intransigent  attitude  of  John  L.  Lewis, 
who  became  the  favorite  bogey  of  the  decade.  Yet,  when  Wendell  L. 
Willkie,  the  Republican  candidate,  was  defeated  in  the  Presidential  elec- 
tion of  1940,  despite  Lewis*  appeal  for  labor  support  of  him,  Lewis  re- 
signed as  head  of  the  CIO  and  secured  UMW  withdrawal  from  the 
organization.  After  a  period  of  aloofness  from  both  camps,  the  miners 
reaffiliated  with  the  AFL  in  1943,  only  to  leave  again  in  December, 
1947. 

The  split  in  the  labor  movement  gave  impetus  to  organizing  effort, 
since  each  faction  sought  new  members,  but  too  often  at  the  expense  of 
the  other  rather  than  among  hitherto  unorganized  workers.  Continued 
division  and  the  conflicts  it  engendered  also  gave  impetus  to  attacks  on 
organized  labor  and  its  newly  acquired  legal  position,  a  fact  which  was 
to  have  major  significance  in  the  1940*5.  During  the  30's,  division  within 
the  labor  movement  damaged  its  prestige,  but  did  not  materially  hinder 
its  militance. 

Social  Security.  A  third  phase  of  New  Deal  effort  to  protect  the  econ- 
omy's relatively  disadvantaged  groups  was  its  program  to  provide  protec- 
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tion  against  income  loss  in  unemployment  and  dependency  in  old  age. 
The  Social  Security  Act  of  1935  (amended  in  1939  and  again  in  1950) 
sought  to  meet  both  contingencies.  A  system  of  unemployment  insurance 
was  established  under  state  administration,  but  with  federal  supervision. 
A  3  per  cent  federal  tax  on  payrolls  provided  funds,  90  per  cent  of  which 
were  returned  to  states  setting  up  approved  systems  for  unemployment 
compensation.  Out  of  this  fund,  states  were  to  meet  the  costs  of  payments 
for  a  limited  time  to  persons  thrown  out  of  work  by  reason  of  seasonal 
or  other  business  fluctuations  and  who  had  not  been  able  to  find  jobs 
before  the  expiration  of  a  prescribed  waiting-period.  Until  a  reserve  had 
been  accumulated,  i.e.,  for  two  years,  no  benefits  would  be  paid. 

Under  a  second  set  of  provisions,  numerous  categories  of  workers  in 
enterprises  employing  eight  or  more  persons  were  to  be  assured  an  income 
at  65.  In  the  event  of  death  before  that  age,  dependent  wives  and  children 
were  to  receive  allowances.  The  amount  of  benefit  was  based  upon  earn- 
ings accumulated,  length  of  covered  employment,  and  marital  status. 
Matching  taxes  on  payrolls  and  employees'  wages  were  to  supply  funds 
for  the  program  which  was  to  be  federally  administered.  From  1935  to 
1950?  the  contributions  remained  fixed  at  1  per  cent  of  the  first  $3,000  of 
earnings. 

The  third  portion  of  the  Social  Security  Act  gave  federal  grants-in-aid 
for  welfare  programs  which  complied  with  minimum  administrative 
standards  and  appropriated  matching  funds  for  care  of  needy  aged  or 
blind  persons,  or  of  neglected,  dependent,  or  crippled  children.  To  admin- 
ister the  program,  both  in  its  insurance  and  welfare  aspects,  the  law 
established  a  three-member  Social  Security  Board.  In  1939,  an  executive 
order  for  government  reorganization  put  the  Board  into  a  new  Federal 
Security  Agency,  Although  the  social  security  program  was  opposed  on 
constitutional,  financial,  and  economic-moral  grounds— as  likely  to  dimin- 
ish incentives  for  thrift  and  family  unity— all  phases  of  the  law  of  1935 
were  found  constitutional  in  May,  1937  (Helvering  v.  Davis  [301  U.S. 
619];  Steward  v.  Davis  [301  U.S.  548]). 

In  1950,  revision  of  the  law  extended  coverage  to  certain  groups  of 
domestic  servants,  agricultural  and  longshore  workers,  persons  in  Puerto 
Rico  and  the  Virgin  Islands,  as  well  as  to  federal  employees  not  otherwise 
provided  for,  the  employees  of  nonprofit  organizations,  and  to  such  self- 
employed  persons  as  chose  to  enter  the  program.  In  October,  1950,  the 
Department  of  Labor  reckoned  that  10  million  more  persons  would  share 
in  the  benefits  of  the  law,  2  million  on  a  voluntary  basis.  Revision  of  the 
act  also  increased  current  benefits  by  as  much  as  three-fourths  and  pro- 
vided for  increased  contributions,  1.5  per  cent  on  the  first  $3,600  of 
earnings,  to  begin  in  1951.  In  addition,  federal  aid  to  state  welfare  pro- 
grams was  increased  and  grants  provided  to  match  state  programs  for  the 
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care  of  disabled  persons  over  18.  Liberalized  benefits  in  the  1950's  re- 
flected the  continuing  rise  in  the  price  level.  Increased  coverage  showed 
how  great  was  the  demand  that  personal  provision  for  old  age  be  supple- 
mented and  made  certain  by  government  action.  Assuring  at  least  a  mini- 
mum of  individual  welfare  had  become  an  acknowledged  responsibility 
of  the  state. 


A  NEW  DEAL  FOR  THE  "PROBLEM"  INDUSTRIES 

The  Coal  Industry.  In  dealing  with  coal,  railroads,  and  shipping,  the 
New  Deal  attempted  to  stabilize  production,  ease  debt  burdens,  and 
create  a  modern  merchant  marine.  Like  agriculture  in  the  1920's,  the  coal 
industry  suffered  from  shrinking  markets  following  expansion  during 
World  War  I.  Improvement  in  coal  utilization  as  well  as  competition  from 
oil  and  natural  gas  had  reduced  the  demand  for  both  bituminous  and 
anthracite  coal.  Decentralization  of  control  in  the  industry  prevented 
effective  reduction  of  supply.  Pressure  upon  wages  as  the  most  flexible 
element  in  costs  increased;  coal  miners  suffered,  the  more  particularly 
since  mining  shifted  from  unionized  areas.  As  a  result,  in  the  NRA  period, 
the  United  Mine  Workers  took  an  active  part  in  pushing  measures  for 
controlling  coal  output  and  setting  labor  standards  in  the  industry.  When 
the  Supreme  Court  invalidated  the  first  Bituminous  Coal  Conservation 
Act  in  1935,  Congress  passed  a  revised  measure  for  production  control 
and  the  Guffey-Vinson  Act  of  1937  was  allowed  to  stand. 

Railroading  Problems.  The  core  of  the  railroad  problem  lay  in  conflict 
between  the  requirements  of  economic  fact  and  the  financial  position 
of  institutional  investors.  Since  the  1870's,  United  States  railroads  had 
accumulated  heavy  debt  burdens,  the  harder  to  bear  because  62  per  cent 
of  the  total  was  in  the  form  of  fixed  interest  obligations.  Competition 
among  railroad  builders  had  produced  unnecessary  duplication  of  expen- 
sive facilities;  later  competition  among  promoters  created  railroad  holding 
companies  with  further  claims  on  railroad  income.  During  the  1920's, 
railroads  lost  passenger  traffic  to  automobiles,  buses,  and,  in  lesser  degree, 
airplanes;  trucks  and  subsidized  water-transport  cut  into  railroad  freight 
business. 

Economic  fact  required  checks  on  railroad  holding  companies,  reor- 
ganization of  railroads  into  a  few  systems,  and  drastic  reduction  in  capi- 
talization. Of  tie  $19.5  billion  in  railroad  securities  outstanding  in  1933, 
insurance  companies  and  savings  banks  held  an  estimated  $5.5  billion. 

In  1931,  the  Interstate  Commerce  Commission  denied  a  general  15 
per  cent  rise  in  freight  rates,  but  allowed  certain  specific  increases,  to  be 
paid  into  a  pool  and  redistributed  to  railroads  unable  to  meet  their  fixed 
charges.  In  1931,  too,  a  Railroad  Credit  Corporation  was  set  up  to  operate 
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the  pool;  only  its  advances,  plus  RFC  lending,  prevented  an  epidemic 
of  railroad  receiverships  in  the  period  1931-33. 

The  New  Deal  made  no  effort  to  come  to  grips  with  these  vexing 
problems,  but  continued  to  use  palliatives.  The  Emergency  Railroad 
Transportation  Act  of  1933  provided  for  a  Federal  Coordinator  of  Trans- 
portation to  unify  government  measures  for  aiding  the  roads.  The  nation's 
railroads  were  to  be  divided  into  three  geographic  groups;  East,  West, 
and  South,  with  regional  co-ordinating  committees  chosen  by  local  roads. 
The  committees  were  to  seek  to  check  duplication  of  facilities  and  services 
and  to  promote  needed  reorganization.  If  their  recommendations  were 
disregarded,  the  committee  might  request  that  the  Federal  Coordinator 
issue  an  order  enforceable  in  the  courts.  ICC  authority  was  extended  to 
include  railroad  holding  companies.  Furthermore,  if  the  Coordinator 
declared  a  road  in  need  of  reorganization,  the  Commission  might  deny 
approval  of  its  application  for  an  RFC  loan.  Nevertheless,  the  position 
of  the  railroads  did  not  improve.  Despite  higher  freight  rates,  railroad 
credit  was  too  low,  in  1938,  to  permit  further  borrowing  from  the  RFC 
(by  1944,  this  agency  had  lent  the  roads  $486,876,528).  A  committee 
made  up  of  three  members  of  the  ICC  recommended  that  the  Commis- 
sion be  empowered  to  force  pooling  of  earnings  and  traffic,  but  the  roads 
opposed  that  drastic  proposal.  Not  until  1940  did  Congress  adopt  a 
comprehensive  railroad  measure.  The  Transportation  Act  of  1940  gave  the 
ICC  jurisdiction  over  water  transport;  authority  over  rates  and  finances  in 
air  and  interstate  motor  transport  it  had  had  since  1935.  The  Commission 
was  directed  to  regulate  all  forms  of  transportation  impartially,  and  to 
inquire  into  the  relative  economy  of  its  varied  forms  and  the  amount  of 
aid  given  each,  Congress  freed  the  Commission  from  the  duty  of  planning 
railroad  consolidation,  although  ICC  approval  was  required  for  any  con- 
solidation the  roads  might  undertake.  The  amounts  which  the  RFC  might 
lend  the  roads  were  increased  and  the  1920  recapture  of  earnings  pro- 
vision was  dropped  from  the  new  law.  More  significant  was  the  criterion 
for  rate-making  now  given  the  ICC:  railroad  rates  were  to  be  based  upon 
their  effect  on  volume  of  traffic  and  income  rather  than  upon  the  value 
of  railroad  property.  Thus,  in  the  decades  since  passage  of  the  Hepburn 
Act,  legislative  policy  toward  railroad  rates  had  shifted  from  primary 
concern  with  preventing  abuses  by  railroad  management  to  major  care 
for  railroad  solvency.  Railroading  was  a  sick  industry;  and  it  had  become 
a  charge  upon  the  public  purse. 

Shipping  Policy.  Since  merchant  shipping  bore  a  significant  relationship 
to  national  defense,  the  New  Deal  could  scarcely  ignore  the  failure  of  the 
program  embodied  in  the  Merchant  Marine  Acts  of  1920  and  of  1928. 
In  1937,  the  United  States  had  a  seagoing  fleet  of  1,517  vessels  of  8.59 
million  gross  tons;  if  tankers  were  excluded,  tonnage  dropped  to  about 
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one-third  that  figure.  Currently,  30  per  cent  of  United  States  shipping 
was  obsolete;  88  per  cent  would  be  obsolete  in  1942.  Despite  the  subsidy 
program,  only  nine  United  States  shipping  companies  were  able  to  con- 
tinue in  business  and  these  could  not  aiord  new  vessels  even  when  the 
federal  government  paid  half  the  cost  of  their  construction.  Since  1917, 
the  United  States  had  spent  $3.6  billion  in  effort  to  build  up  a  merchant 
fleet,  yet  all  the  subsidized  vessels  were  obsolescent. 

In  the  laws  of  1936  and  1938,  therefore,  Congress  set  out  on  a  new 
tack.  It  established  a  United  States  Maritime  Commission  and  gave  it 
extensive  authority  over  all  phases  of  the  shipping  industry.  The  Com- 
mission was  to  administer  the  three  types  of  subsidy  provided,  for  Con- 
gress replaced  mail  contracts  with  payments  to  meet  higher  United  States 
costs  for  building  and  operating  ships  and  additional  payments  in  cases 
where  foreign  government  subsidies  further  cut  costs  for  their  shippers. 
The  Maritime  Commission  was  also  empowered  to  set  routes  and  prescribe 
labor  standards  for  subsidized  vessels.  In  addition,  if  government  aid 
failed  to  induce  building  by  private  companies,  the  Commission  might 
construct  a  merchant  fleet  either  in  United  States  Navy  yards  or  the 
facilities  of  private  builders,  The  Commission  drafted  plans  for  a  new 
cheap  steel  ship  of  moderate  speed  and  by  1938  had  52  new  vessels  under 
construction.  By  1939,  28  had  been  launched  and  141  more  were  con- 
tracted for.  Thus,  although  it  can  scarcely  be  said  that  New  Deal  pro- 
grams brought  the  American  merchant  marine  to  the  status  of  a  profitable 
private  enterprise,  it  did  no  worse  than  its  predecessors.  The  Maritime 
Commission  organization  and  its  construction  program  were  particularly 
useful  during  die  period  of  rearmament  and  war  preparation,  for  that 
furthered  rapid  expansion  of  shipbuilding. 

A  NEW  DEAL  IN  POWER  AND  HOUSING 

Power  Control.  In  its  handling  of  power  and  housing,  the  New  Deal 
tried  to  stimulate  construction,  to  carry  through  reforms,  and  to  improve 
the  condition  of  low-income  groups.  During  the  1920's,  the  electric  power 
industry  had  been  free  of  effective  government  controls.  Even  the  law 
of  1930  left  the  Federal  Power  Commission  with  limited  authority.  The 
collapse  of  stock  prices  in  1929,  which  pricked  the  bubble  of  inflated 
utility  holding  company  values,  and  the  Federal  Trade  Commissions 
investigation  of  political  propaganda  by  utility  companies,  prepared 
public  opinion  to  favor  new  legislation.  In  1935,  Congress  adopted  the 
Public  Utility  Holding  Company  Act.  This  brought  such  enterprises  under 
the  regulation  of  the  Securities  and  Exchange  Commission  by  forbidding 
unregistered  holding  companies  to  use  the  mails,  to  sell  stock,  operate 
utilities,  or  vote  the  securities  of  subsidiaries.  Although  the  SEC  was  given 
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broad  authority  over  utility  holding  companies'  service,  sales,  and  con- 
struction contracts,  and  their  loans,  dividends,  asset  sales  and  acquisitions, 
it  was  Section  XI  of  the  law,  the  "death  sentence"  clause,  which  provoked 
most  attention.  This  directed  the  SEC  to  simplify  holding  company  struc- 
tures. After  1938,  the  Commission  might  require  that  each  utility  holding 
company  operate  a  single  utility  system  economically  and  geographically 
integrated.  Many  utility  holding  companies  refused  to  comply  with  the 
act's  provisions,  even  to  register  with  the  SEC.  In  1938,  the  Supreme  Court 
found  that  Congress  had  not  exceeded  its  authority  when  it  required  such 
registration  (Electric  Bond  and  Share  Company  v.  SEC  [303  U.S.  419]). 
By  1940,  144  companies  with  assets  of  almost  $14  billion  had  registered 
and  the  Commission  began  the  task  of  carrying  out  the  law's  mandate 
on  integration.  Again  it  was  challenged  in  the  courts.  The  death  sentence 
was  validated  in  April,  1946  (North  American  Company  v.  SEC  [327 
U.S.  686];  American  Power  and  Light  Company  v.  SEC  [329  U.S.  90]). 
The  following  year,  the  companies  had  so  far  submitted  that  they  con- 
sidered major  readjustments  under  the  act  completed. 

Title  II  of  the  law  of  1935  amended  the  Federal  Water  Power  Act  of 
1930  to  increase  the  authority  of  the  Federal  Power  Commission,  The 
FPC  received  jurisdiction  over  interstate  sales  by  private  power  com- 
panies. It  might  require  filing  of  reports  and  rate  schedules,  suspend  new 
rates,  and  prescribe  both  ordinary  and  depreciation  accounting  practice. 
In  addition,  the  Commission  was  directed  to  survey  United  States  poten- 
tiality for  division  into  regions  suitable  for  interconnection  of  power 
facilities.  In  war  emergencies  the  Commission  might  require  regional 
power  interchange,  FPC  jurisdiction  over  power  projects  on  public  lands 
and  navigable  rivers  was  also  increased:  no  construction  might  be  under- 
taken without  FPC  license  and  that  might  be  granted  only  if  the  power 
project  were  consistent  with  comprehensive  multiple-use  plans  for  the 
waterway  concerned.  In  1938,  Congress  further  extended  FPC  power  by 
giving  it  authority  over  accounts,  wholesale  rates,  and  the  extension  of 
facilities  in  the  natural  gas  industry. 

In  FPC  v.  Natural  Gas  Pipe  Line  Company  of  America  (315  U.S.  575, 
1942)  and  FPC  v.  Hope  Natural  Gas  Company  (320  U.S.  591,  1944),  the 
Supreme  Court  freed  regulatory  agencies  of  the  burden  of  using  "repro- 
duction cost  new"  as  a  criterion  for  utility  rates  and  depreciation  practice. 
Indeed,  in  the  latter  case,  the  Court  declared  that  regulatory  commissions 
were  not  constitutionally  bound  to  any  single  rate-making  formula:  pro- 
vided that  there  had  been  fair  hearing,  proper  findings,  and  compliance 
with  the  requirements  of  the  statute  concerned,  the  "courts  cannot  inter- 
vene in  the  absence  of  a  clear  showing  that  the  limits  of  due  process  have 
been  overstepped." 

As  a  result  of  regulatory  action  between  1937  and  1943,  utility  book 
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values  were  cut  by  20  per  cent  and  depreciation  reserves  were  increased 
by  70  per  cent.  The  companies  benefited  from  refunding  fixed  obligations 
at  lower  interest  charges  and  because  of  improved  practices.  Consumers., 
in  turn,  secured  lower  rates  which  did  not  mount  proportionately  as  the 
cost  of  living  went  up  in  the  1940's.  The  great  power  industry  was  now 
under  federal  control. 

Rural  Electrification.  In  an  effort  to  reactivate  the  capital  goods  indus- 
tries, the  New  Deal  sought  to  further  electrical  construction  both  through 
demonstration  that  cheaper  current  increased  use  of  electricity  and  of 
electrical  appliances  and  through  extension  of  services  by  public  works 
programs.  Thus,  the  PWA  was  permitted  to  lend  municipalities  money 
for  the  construction  of  power  plants,  and  the  federal  government  or- 
ganized the  Rural  Electrical  Administration.  This  agency  was  set  up  in 
1935  to  extend  long-term  loans  for  bringing  electric  power  to  rural  areas 
which  private  utilities  had  not  regarded  as  a  profitable  field  of  investment. 
Between  1935  and  1942,  the  BJEA  received  $475  million  in  government 
funds.  With  the  help  of  the  REA,  rural  co-operatives  were  organized  to 
bring  electric  power  into  farming  communities;  funds  were  loaned  and 
management  services  were  provided.  By  1941,  REA  groups  were  active 
in  2,277  of  the  nation's  3,078  counties,  principally  in  the  midwest  and 
south;  by  the  next  ten  years,  the  REA  had  lent  $2.35  billion  to  1,076 
borrowers,  952  of  which  were  rural  co-operatives.  As  a  result  of  higher 
farm  income,  the  work  of  the  REA,  and  the  stimulus  which  that  gave 
private  power  companies  hitherto  indifferent  to  the  market  offered  by 
scattered  rural  customers,  the  number  of  farms  with  available  electric 
power  increased  from  788,795  in  1935  to  2,351,603  in  1941.  By  1950,  of 
5.2  million  occupied  farms,  4.9  million  had  electric  power  connec- 
tions. 

The  Tennessee  Valley  Authority.  The  most  conspicuous  New  Deal 
venture  in  power  was  the  Tennessee  Valley  Authority.  Since  1903,  when 
Theodore  Roosevelt  vetoed  a  bill  to  give  the  Muscle  Shoals  site  to  a  pri- 
vate company,  that  area  had  been  a  focus  of  political  contention.  During 
the  20's,  Senator  Norris  led  the  fight  against  its  alienation.  In  1933,  Con- 
gress created  the  TVA  as  a  government  corporation  to  carry  through  a 
unified  program  of  flood  control,  navigation,  and  power  development 
and  distribution  in  the  Tennessee  Valley.  The  three-member  Authority, 
appointed  by  the  President  with  the  advice  and  consent  of  the  Senate, 
was  to  lay  out  a  general  plan  for  developing  the  valley  in  co-operation 
with  other  federal  agencies  and  with  state  and  local  governments.  The 
TVA  was  authorized  to  build  dams,  power  plants,  and  transmission  lines, 
and  to  develop  fertilizers. 

In  its  power  program,  the  avowed  purpose  of  the  TVA  was  to  furnish 
a  "yardstick"  of  comparison  between  its  rates  and  those  of  private  com- 
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TVA:   WILSON  DAM 


panies.  It  was  allowed  to  sell  the  power  it  produced  to  municipal  plants 
or  to  farmers'  electric  co-operatives.  Supreme  Court  decisions  validated 
the  chief  aspects  of  the  plan.  In  1936,  the  Court  found  that  the  federal 
government  might  constitutionally  sell  to  towns  in  the  area  the  power 
developed  at  Wilson  Dam  (Ashwander  v.  TVA  [297  U.S.  288]).  Two  years 
later,  it  declared  that  the  PWA  might  grant  cities  funds  with  which  to 
construct  municipal  plants  for  use  of  TVA  power  (Alabama  Electric 
Power  Company  v.  Ickes  [302  U.S.  464] ).  In  1939,  the  Court  went  further, 
denying  private  power  companies  an  injunction  against  government  sale 
of  TVA  power:  possession  of  a  utility  franchise,  said  the  court,  did  not 
constitute  a  guarantee  against  future  competition  (Tennessee  Electric 
Power  Company  v.  TVA  [306  U.S.  118] ).  Nevertheless,  government  sales 
of  electric  power  must  remain  incidental  to  its  constitutionally  authorized 
functions  over  navigation,  flood  control,  national  defense,  and  conserva- 
tion of  natural  resources. 

Between  1933  and  1944,  the  TVA  built  nine  principal  dams  and  numer- 
ous tributary  structures,  all  in  a  co-ordinated  effort  to  control  floods,  make 
the  Tennessee  River  navigable,  and  produce  power.  It  weathered  quarrels 
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within  its  own  ranks— when  Chairman  H.  E.  Morgan  fought  his  colleagues 
so  bitterly  that  President  Roosevelt  requested  his  resignation;  sharp  ( and 
justifiable)  criticism  from  the  Comptroller  General,  who  found  fault  with 
its  accounting  processes,  which  were  reformed  after  1945;  sharper  criti- 
cism still  from  local  politicians,  who  resented  its  refusal  of  patronage; 
and  sharpest  of  all  from  the  power  companies  in  the  area.  When  these 
last  met  defeat  in  the  legal  arena  in  1939,  they  sold  their  properties  to 
the  TV  A— at  their  own  price,  largely  because  of  the  skilful  bargaining 
of  Wendell  L.  Willkie.  The  TVA,  and  other  less  co-ordinated  federal 
power  projects  on  the  Columbia,  Colorado,  and  upper  Missouri  Rivers 
at  Grand  Coolee,  Fort  Bonneville,  the  Hoover  Dam,  and  Fort  Peck, 
demonstrated  that  low  retail  rates  would  increase  use  of  electricity;  they 
developed  power  sources  which  private  companies  would  not  have  found 
profitable.  Yet  it  can  scarcely  be  said  that  either  the  TVA  or  the  projects 
in  the  West  contributed  materially  to  the  revival  of  the  capital  goods 
industry,  although  they  did  help  provide  electric  power  needed  during 
World  War  II. 

Housing  Programs.  During  the  1920's,  residential  construction  ac- 
counted for  an  estimated  third  of  gross  private  domestic  investment. 
When  construction  tapered  off  in  1925  and  dwindled  sharply  after  1929, 
it  deprived  the  capital  goods  industries  of  a  market  and  skilled  workers 
of  employment.  Many  home  "owners"  found  themselves  with  but  a  thin 
equity,  and  institutional  investors  were  saddled  with  the  consequences 
of  the  fact  that  urban  mortgage  debt  rose  208  per  cent— from  $9  to  $26.7 
billion  in  the  years  1921-29— while  the  value  of  urban  real  estate  increased 
only  14  per  cent.  By  1934,  41  per  cent  of  all  mortgage  loans  written  be- 
tween 1925  and  1929  were  in  default. 

The  New  Deal's  first  concern  was  rescue,  an  enterprise  in  which  it  had 
been  preceded  by  the  Hoover  administration  which  had  assigned  $125 
million  to  the  newly-organized  Home  Loan  Bank  system.  By  1950,  this 
had  advanced  $3  billion  to  home-financing  institutions.  In  June,  1933, 
Congress  adopted  the  Home  Owners'  Refinancing  Act.  This  set  up  the 
Home  Owners*  Loan  Corporation  and  provided  it  with  $200  million  in 
appropriations  and  authority  to  issue  as  much  as  $4.7  billion  in  bonds. 
The  HOLC  proceeded  by  exchanging  its  bonds  for  the  instruments  of  the 
mortgagee;  previous  mortgages  and  other  liens  were  consolidated  into 
single  first  mortgages  to  be  paid  off  in  15  years.  By  1936,  when  the  HOLC 
had  concluded  operations,  it  had  lent  $3,09  billion  to  refinance  more  than 
one  million  loans.  By  1950,  the  HOLC  had  all  but  liquidated  its  obliga- 
tions without  loss  to  the  government.  In  its  final  report  of  May,  1951, 
the  HOLC  reported  that  it  had  averted  800,000  foreclosures,  refinanced 
1,017,321  mortgages,  repaid  the  $200  mfflion  capital  originally  provided, 
and  redeemed  $3.489  billion  in  bonds  which  it  had  issued. 
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With  the  National  Housing  Act  of  1934,  the  New  Deal  turned  from 
rescue  to  efforts  to  stimulate  residential  construction.  The  Federal  Hous- 
ing Administration  created  by  the  act  established  a  system  of  mutual 
mortgage  insurance  covering  amortized  first  mortgages  on  residential 
property.  National  mortgage  associations  might  deal  in  such  instruments 
and  issue  securities  against  them.  Since  FHA  mortgages  bore  but  5.5  per 
cent  interest,  and  since  construction  and  financing  were  required  to  meet 
standardized  terms,  pressure  for  uniformity  was  exerted  to  the  benefit  of 
residential  construction  as  an  industry.  In  1938,  when  economic  recession 
made  itself  felt,  FHA  terms  were  liberalized:  the  amortization  period 
was  lengthened  from  20  to  25  years,  interest  rates  were  lowered  to  5  per 
cent,  and  new  stress  was  put  on  the  act's  provisions  for  loans  for  home 
modernization  and  repair.  By  1949,  the  FHA  had  insured  $11.5  billion 
in  mortgages. 

As  further  stimulus  to  construction,  and  for  humanitarian  reasons  as 
well,  the  National  Housing  Act  of  1937,  and  its  amendments  of  the  fol- 
lowing year,  established  a  United  States  Housing  Authority  and  provided 
it  with  $800  million  from  which  to  make  loans  and  grants  to  local  com- 
munities which  would  build  and  maintain  new  dwellings  for  low-income 
groups  ( demolishing  or  repairing  one  substandard  building  for  each  new 
one  erected  with  USHA  aid).  Loans  to  cover  90  per  cent  of  the  cost  of 
public  housing  projects— with  the  remainder  furnished  by  local  govern- 
ments—were to  run  for  60  years  at  3  per  cent  interest.  The  USHA  was 
also  empowered  to  make  grants-in-aid  on  an  annual  basis  to  subsidize 
upkeep  of  public  housing  projects. 

New  Deal  housing  legislation  aided  both  homeowners  and  institutional 
investors  in  mortgages.  The  FHA  and  its  loan  practices  helped  create  a 
wider  market  for  mortgages  and  promote  sounder  practice  in  constructing 
and  financing  homes,  particularly  as  regarded  amortization.  Stimulus  to 
the  economy  as  a  whole  was  less  than  hoped,  nevertheless.  Adequate 
housing  for  low  and  even  middle-income  groups  continued  to  cost  more 
than  sound  budgeting,  individual  or  national,  could  permit. 

A  NEW  DEAL  IN  CURRENCY  AND  BANKING  POLICY 

In  the  field  of  banking  and  currency,  the  New  Deal  proceeded  on  two 
lines.  First,  it  endeavored  to  raise  price  levels  by  means  of  currency 
management  and  cheaper  credit  Second,  it  attempted  to  carry  through 
reforms  in  banking  practice. 

Monetary  Tinkering.  Even  before  the  Roosevelt  administration  took 
office,  the  Glass-SteagaU  Act  of  1932  had  attempted  to  ease  credit  by 
allowing  government  securities  to  replace  "eligible  paper"  as  backing  for 
Federal  Reserve  notes.  After  passage  of  the  Emergency  Banking  Act  of 
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19332,  the  New  Deal  moved  on  several  fronts  to  raise  prices  by  making 
currency  cheaper.  In  June,  1933,  a  joint  resolution  of  Congress  gave 
approval  to  the  March  and  April  executive  orders  requiring  surrender  of 
gold  and  forbidding  its  export.  The  resolution  declared  Federal  Reserve 
and  national  bank  notes  legal  tender  in  all  cases,  suspended  contracts  call- 
ing for  debt  payment  in  gold,  and  forbade  private  possession  of  gold  either 
in  coin  or  certificates.  An  interestingly  reasoned  opinion  of  the  Supreme 
Court  found  that,  although  Congress  acted  unconstitutionally  when  it 
repudiated  the  government's  obligation  to  pay  bond  interest  and  principal 
in  gold,  persons  deprived  of  purchasing  power  by  that  unconstitutional 
action  had  no  right  to  damages  (Perry  v.  U.  S.  [294  U.S.  330,  1935]). 
Other  decisions  declared  that  (1)  since  Congress  was  empowered  to 
establish  a  uniform  currency  system,  private  bonds  need  not  be  paid  in 
gold  (N.  C.  Norman  v.  B  ir  O  Railroad  [294  U.S.  240] );  (2)  the  govern- 
ment might  constitutionally  order  the  Secretary  of  the  Treasury  to  demand 
exchange  of  gold  certificates  for  other  forms  of  paper  currency  ( Nort z  v. 
U.S.A.  [294  U.S.  317] ) ;  (3 )  rental  contracts  in  terms  of  gold  might  be  paid 
in  paper  (Holyoke  Water  Power  Company  v.  American  Writing  Paper 
Company  [300  U.S.  324]);  and  (4)  contracts  for  payment  in  a  foreign 
gold-based  currency  were  no  more  binding  than  contracts  for  payment 
in  gold  (Guaranty  Trust  Company  v.  Hentoood  [307  U.S.  243,  1939]). 

In  addition  to  abandoning  the  gold  standard  as  understood  by  econo- 
mists, Congress,  in  1934,  required  the  President  to  cut  the  gold  content 
of  the  dollar  between  40  and  50  per  cent;  subsequently,  executive  action 
priced  the  dollar  at  59  per  cent  of  its  former  gold  value  while  the  Treasury 
was  allowed  to  buy  gold  offered  it  at  $35  per  ounce.  The  Treasury  took 
over  Federal  Reserve  gold  stocks  under  the  1934  act  with  a  "profit"  of 
$3  billion.  Two  billion  of  that  became  a  "stabilization  fund"  used  to  deal 
in  gold,  government  securities,  and  exchange  in  order  to  keep  the  United 
States  international  currency  position  stable.  In  addition  to  devaluing 
gold  and  authorizing  large  issues  of  paper  money  by  the  Thomas  Amend- 
ment to  the  AAA  of  1933,  Congress  also  took  measures  to  put  silver  into 
the  monetary  system.  In  1934,  it  adopted  a  Silver  Purchase  Act.  This 
required  the  Treasury  to  buy  silver  at  50  cents  an  ounce  and  to  keep 
one-fourth  of  the  nation's  total  monetary  stocks  in  that  metal,  a  goal  never 
attained.  In  1939,  Congress  ordered  the  Treasury  to  buy  all  domestic 
silver  offered  it  at  71.1  cents  per  ounce. 

Monetary  tinkering  during  1933-34  had  a  negligible  effect  on  United 
States  price  levels.  Executive  power  under  the  Thomas  Amendment  was 
not  exercised.  Although  the  Silver  Purchase  Act  assured  domestic  pro- 
ducers a  profitable  market,  it  did  not  materially  inflate  the  currency. 

2  See  above,  p.  379. 
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Increased  political  tension  in  Europe  after  1934  renewed  the  gold  flow 
into  the  United  States.  Between  1934  and  1940,  Treasury  gold  holdings 
rose  from  less  than  $8  to  nearly  $20  billion.  In  1934,  the  United  States 
had  one-third  of  the  world's  monetary  gold;  by  1939,  that  proportion  had 
doubled.  And  the  end  result  of  the  New  Deal's  elaborate  preoccupation 
with  money— it  seemed  to  be  the  Treasury's  chief  concern  for  almost  a 
decade— was  a  pair  of  expensively  maintained  underground  hoards:  one 
for  gold  at  Fort  Knox  and  another  for  silver  at  West  Point.  It  also  suc- 
ceeded in  the  serious  worsening  of  China's  buying  power,  since  silver 
purchases  by  the  Treasury  tended  to  drain  off  China's  supply  of  the  metal 
which  served  as  the  base  for  its  currency. 

Banking  Changes.  To  stimulate  business  activity,  the  New  Deal  at- 
tempted to  make  credit  cheap  and  available.  Measures  to  ease  farmers' 
debt  burdens  have  already  been  mentioned.  Also,  Federal  Reserve  banks 
were  allowed  to  count  holdings  of  government  securities  as  part  of  their 
reserves,  thus  increasing  their  power  to  lend.  Except  for  a  brief  attempt 
to  "sterilize"  inflowing  gold,  the  government  maintained  a  consistently 
"easy  money"  policy.  The  RFC  was  continued,  given  larger  appropria- 
tions and  power  to  make  direct  loans  to  private  enterprises.  Credit  was 
available;  but  belief  in  opportunity  for  its  profitable  employment  was 
lacking;  hence,  cheap  money  failed  to  provide  the  expected  stimulus  for 
recovery. 

Reform  of  banking  practice  was,  in  part,  an  outgrowth  of  experience 
during  the  20*s,  when  credit  had  been  diverted  to  stock  dealings  and 
banks  had  used  securities  affiliates  to  speculate  on  their  own  account. 
Investigation  by  the  House  and  Senate  Banking  and  Currency  Committees 
in  1930  and  1931  had  shown  the  need  for  revision  of  the  Federal  Reserve 
Act  and  for  changes  in  banking  practice.  Opposition  from  both  bankers 
and  the  Federal  Reserve  Board  blocked  thoroughgoing  action,  but  the 
banking  crisis  of  early  1933  and  the  facts  brought  out  by  further  Senate 
investigation  won  public  support  for  a  broad  program  of  federal  regula- 
tion of  banking  and  of  the  investment  market. 

The  principal  New  Deal  banking  measures,  the  Glass-Steagall  Act  of 
1933  and  the  Banking  Act  of  1935,  sought  to  introduce  certain  reforms 
and  to  increase  federal  control  over  tie  banking  system.  The  Glass- 
Steagall  Act  of  June,  1933,  compelled  the  divorce  of  commercial  and 
investment  banking.  It  forbade  national  banks  to  maintain  securities 
affiliates— those  bank-controlled  companies  which  too  often  had  operated 
to  the  benefit  of  officers  and  at  the  expense  of  investors  or  of  the  parent 
bank  itself.  The  law  further  sought  to  check  abuses  by  forbidding  execu- 
tive officers  of  Federal  Reserve  Banks  from  borrowing  from  their  own 
institutions  and  by  authorizing  the  Federal  Reserve  Board  to  deny  redis- 
counting  privileges  to  members  which  allowed  excessive  use  of  their 
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credit  for  speculation  in  securities,  real  estate,  or  commodities*  To  check 
unsound  competition,  member  banks  were  forbidden  to  pay  interest  on 
demand  deposits;  but  to  prevent  loss  of  membership  to  the  Reserve  Sys- 
tem, national  banks  were  permitted  to  maintain  branches  wherever  state 
banks  had  that  advantage. 


YOU  SAVE  SOME 
MONEY  FD£Trt£ 
FUTURE,  WHEN    - 
VCRSGOOD? 


McCutckean  in  the  Chicago  Tribune 
A  WISE  ECONOMIST  ASKS  A  QUESTION 

Although  long  opposed  by  conservatives  like  Senator  Glass,  deposit 
insurance  was  included  in  the  bill.  A  Federal  Deposit  Insurance  Corpora- 
tion was  set  up  with  a  capital  of  $150  million,  to  which  the  Treasury 
contributed.  Out  of  this  capital,  the  FDIC  was  to  guarantee  bank  deposits 
up  to  $5,000  per  depositor.  Originally,  this  had  been  fixed  at  $2,500  for 
the  period  January-June,  1934,  and  $10,000  thereafter,  with  guarantee  of 
portions  of  deposits  above  this  amount.  In  June,  1934,  however,  the  upper 
limit  of  guarantee  was  set  at  $5,000.  Should  an  insured  bank  fail,  the 
FDIC  was  to  undertake  its  reorganization,  or  its  merger  into  a  solvent 
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institution.  Up  to  April,  1951,  the  FDIC  had  paid  out  $319  million,  $291 
million  of  which  was  recovered.  Despite  fears  born  of  the  fact  that  pre- 
vious plans  under  state  auspices  had  not  been  successful,  federal  deposit 
insurance  helped  reassure  holders  of  small  accounts  and  so  checked  runs 
on  banks.  By  mid-1934,  91  per  cent  of  the  nation's  commercial  banks 
had  their  depositors  insured,  but  because  of  limited  coverage  only  46  per 
cent  of  the  amount  deposited  was  so  protected;  the  proportion  had  risen 
to  50  per  cent  by  1949.  In  June,  1951,  after  the  guarantee  had  been  in- 
creased to  $10,000,  98.5  per  cent  of  all  insured  accounts  were  protected 
in  full.  By  1948,  the  capital  originally  provided  had  been  repaid  and  the 
FDIC  was  authorized  to  borrow  $3  billion  from  the  Treasury  for  further 
operations.  In  one  respect,  the  FDIC  failed  of  its  purpose  of  bringing 
state  banks  into  the  Federal  Reserve  System,  for  only  banks  with  $1 
million  or  more  in  deposits  were  required  to  join  the  System  by  1942  in 
order  to  share  FDIC  protection. 

The  Banking  Act  of  1935  undertook  a  fairly  complete  revision  of  the 
Federal  Reserve  Act.  The  Federal  Reserve  Board  was  reorganized  under 
the  title  of  the  Board  of  Governors  of  the  Federal  Reserve  System;  its 
membership  was  increased  from  6  to  7  (and  the  two  ex  officio  members, 
the  Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency,  were 
eliminated);  and  terms  of  office  were  lengthened  to  14  years.  The  Board 
received  increased  authority  over  the  System  as  a  whole,  particularly  in 
regard  to  open  market  operations,  rediscount  rates,  reserves,  and  details 
of  Reserve  Bank  management. 

The  Open  Market  Committee,  which  had  been  a  more  or  less  informal 
advisory  group  chosen  by  the  Reserve  Banks,  now  was  given  statutory 
recognition:  henceforth,  the  Committee  was  to  consist  of  the  Board  of 
Governors  plus  5  representatives  of  the  Reserve  Banks,  which  were  re- 
quired rather  than  merely  permitted  to  follow  its  lead.  The  Committee 
was  empowered  to  buy  commercial  bills,  acceptances,  short-term  state 
and  local  securities,  and  issues  of  the  Federal  Farm  Mortgage  Corpora- 
tion and  the  HOLC  as  well  as  federal  government  securities.  In  this 
fashion,  the  Board  controlled  not  merely  the  Open  Market  Committee 
but  the  volume  of  credit  as  well. 

The  Board  was  empowered  to  approve  the  rediscount  rates  of  the 
Federal  Reserve  Banks.  It  was  also  given  the  right  to  alter  reserve  require- 
ments on  its  own  initiative  rather  than  in  emergencies  and  only  upon 
approval  of  the  President;  under  this  new  power,  the  Board  might  act  to 
lift  reserve  requirements  to  double  existing  maximum  levels.  In  addition, 
the  Board  alone  might  deal  with  foreign  central  banks;  independent 
relations  between  Reserve  Banks  and  such  institutions  were  forbidden 
(a  provision  aimed  at  the  New  York  Reserve  Bank  which  had  assumed 
so  important  a  role  in  international  banking  relations  during  the  20's  that 
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the  Reserve  Board  was  all  but  eclipsed  in  that  field).  To  make  credit 
more  easily  available  and  to  improve  the  earning  power  of  member 
banks,  national  banks  were  permitted  to  invest  a  greater  proportion  of 
their  resources  in  real  estate  loans  and  Federal  Reserve  Banks  were 
authorized  to  rediscount  paper  less  liquid  than  that  formerly  defined  as 
eligible. 

In  this  fashion,  although  regional  organization  and  a  measure  of  re- 
gional autonomy  were  retained,  the  Federal  Reserve  System  began  to 
resemble  other  central  banks,  for  credit  control  was  centralized  and 
federal  government  appointees  predominated  in  bodies  making  crucial 
decisions.  In  effect,  it  became  an  agency  of  the  Treasury  when  it  com- 
mitted itself  to  maintain  the  prices  of  government  bonds  at  low  interest 
rates  by  purchasing  such  securities  whenever  offered  on  the  market. 
Nevertheless,  the  Reserve  System  retained  a  measure  of  independence. 
Ex  officio  members  were  dropped  from  the  Board.  The  Open  Market 
Committee  was  required  to  buy  its  federal  securities  in  the  market,  not 
from  the  Treasury.  By  1950,  however,  the  Board  had  become  restive; 
and  its  independence  expressed  itself  in  a  public  dispute  with  the 
Treasury  over  the  government's  continued  low  interest  rates.  For  now 
inflation  was  threatening. 

A  NEW  DEAL  FOR  THE  INVESTOR 

The  second  aspect  of  New  Deal  financial  reform  concerned  itself  with 
the  securities  market.  Both  the  Industrial  Commission  of  1898  and  the 
Pujo  Committee  of  1912-13  had  recommended  legislation  to  check  abuses 
already  evident  in  the  marketing  of  stocks  and  bonds  and  in  the  manage- 
ment of  securities  exchanges.  Those  recommendations  were  disregarded. 
During  the  1920's,  with  wider  use  of  holding  companies,  new  abuses 
developed;  but  these  remained  unheeded  until  the  collapse  of  October, 
1929,  brought  them  home  to  ill-informed  investors.  Between  1932  and 
1934,  Senate  inquiries  into  investment  banking  and  the  practices  of 
securities  affiliates  further  showed  the  need  for  reform.  As  a  result  of 
financial  losses  and  the  facts  brought  out  in  the  Senate  hearings,  public 
opinion  supported  the  New  Deal  program  of  separating  deposit  and  in- 
vestment banking  and  regulating  various  phases  of  the  investment  market. 

The  first  step  was  the  Securities  Act  of  May,  1933.  This  sought  to  make 
certain  that  securities  buyers  would  have  full  information  about  the  mer- 
chandise offered  them.  Consequently,  all  new  securities  offered  the  public 
were  denied  use  of  the  mails  unless  they  had  been  registered  with  the 
Federal  Trade  Commission.  Registration  statements  were  to  be  open  to 
the  public  and  to  provide  full  information  concerning  the  purpose  of  th& 
issue,  the  nature  of  the  enterprise,  its  previous  financial  experience  a* 
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reflected  in  balance  sheets,  its  capital  structure,  and  its  commitments  to 
management  and  underwriters.  Special  information  of  like  import  was 
made  prerequisite  to  the  marketing  of  foreign  issues. 

The  second  step  was  an  effort  to  insure  the  integrity  of  the  market- 
place. Accordingly,  in  1934,  Congress  passed  the  Securities  Exchange 
Act.  This  was  to  be  enforced  by  a  Securities  and  Exchange  Commission 
of  five  members  appointed  for  five-year  terms  by  the  President  with  the 
advice  and  consent  of  the  Senate.  The  SEC,  which  now  was  also  given 
power  to  enforce  the  Securities  Act,  was  to  maintain  a  fair  market  for 
stocks  and  bonds  by  licensing  stock  exchanges;  by  seeking  to  separate 
the  functions  of  members,  dealers,  and  brokers;  and  by  preventing  price 
manipulations  by  underwriters  and  market  operators.  The  SEC  was  espe- 
cially charged  with  lessening  excessive  trading  on  margin,  a  field  in  which 
it  shared  authority  with  the  Federal  Reserve  Board,  for  that  agency  was 
given  the  right  to  set  and  change  margin  requirements.  Corporations 
whose  securities  were  listed  on  stock  exchanges  were  required  to  make 
annual  reports  to  the  Commission  on  their  financial  structure  and  status. 
Furthermore,  directors  and  officers  of  corporations  and  persons  possessing 
10  per  cent  or  more  of  their  stock  were  called  upon  to  report  dealings  in 
the  securities  of  their  own  companies,  nor  might  they  sell  securities 
"short." 

Amendments  of  the  law  in  1936  and  1938  gave  the  SEC  authority  over 
dealers  in  unlisted  securities  as  well  as  those  accepted  for  trading  on  the 
principal  stock  exchanges.  Other  measures  which  concerned  investors 
were  also  turned  over  to  the  SEC  for  administration.  Thus,  the  Chandler 
Amendment  to  the  Bankruptcy  Act  of  1938  allowed  the  SEC  to  intervene 
in  corporate  reorganization  proceedings  if  more  than  $3  million  was  in- 
volved. The  Public  Utility  Holding  Company  Act  of  1935  gave  the  SEC 
jurisdiction  over  another  important  field,  as  has  already  been  noted.  One 
of  that  measure's  less  conspicuous  sections  directed  the  SEC  to  inquire 
into  investment  trusts,  and  the  activities  of  investment  advisers.  This 
inquiry,  less  sensational  than  the  Senate's  earlier  investigations  but  equally 
informative  concerning  the  need  for  further  protection  of  the  investor, 
produced  three  significant  pieces  of  legislation:  the  Trust  Indenture  Act 
of  1939  and  the  Investment  Company  and  Investment  Advisers  Acts  of 
1940.  The  first  increased  the  responsibilities  of  the  trustees  of  corporate 
obligations.  The  second  sought  to  secure  honest  dealing  by  investment 
trusts.  The  third  attempted  to  provide  that  persons  who  undertook  to 
make  a  business  out  of  counselling  others  on  their  investments  should 
be  adequately  qualified  and  properly  disinterested,  i.e.  not  acting  as 
brokers  or  dealers  or  their  agents.  Between  1933  and  1944,  securities  to 
the  amount  of  $25.3  billion  had  been  registered  with  the  Commission. 
By  that  date,  it  had  supervision  over  288  trust  indentures  affecting  invest- 
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ments  of  $4.35  billion,  over  390  investment  companies  with  $3  billion  in 
assets,  and  over  719  registered  investment  advisers. 


INTERNATIONAL  ECONOMIC  RELATIONS 

Reciprocal  Trade  Agreements  Program.  The  Smoot-Hawley  Tariff  Act 
of  1929  could  scarcely  be  held  responsible  for  the  world-wide  revival  of 
mercantilist  policy  during  the  1930Js.  The  law  did  nothing  to  halt  that 
development,  however,  and  even  seemed  to  act  as  a  fuse  setting  off 
countermeasures  which  imposed  still  greater  handicaps  on  international 
trade.  Thirty-four  countries  filed  official  protests  against  the  new  tariff. 
Many  followed  protest  by  retaliation.  And  to  such  new  duties  were  added 
import  quotas  and  exchange  controls.  Bilateral  arrangements  also  ap- 
peared—that greatest  threat  to  a  free  world  trading  area— in  the  Ottawa 
Agreement  of  1931.  Under  it,  countries  in  the  British  Empire  dealing  with 
one  another  were  to  receive  preferential  treatment. 

In  1932,  the  Democrats  insisted  that  depression  in  the  United  States 
had  its  roots  in  domestic  causes.  Many  policies  of  the  Roosevelt  adminis- 
tration—notably, refusal  to  stabilize  the  dollar  in  July,  1933— seemed  of  a 
piece  with  the  economic  nationalism  prevalent  in  other  countries.  Never- 
theless, the  interests  of  much  of  American  agriculture  and  industry  were 
linked  with  an  expanding  foreign  trade.  During  his  26  years  in  Congress, 
Secretary  of  State  Hull  had  been  concerned  with  the  tariff  problem.  And 
during  the  Republican  administrations  which  reversed  Wilson's  effort  to 
lower  United  States  trade  barriers,  Hull  had  unavailingly  sought  to  con- 
vince his  colleagues  that  American  producers  could  not  sell  abroad  if  the 
United  States  continued  to  refuse  to  buy.  For  sooner  or  later,  the  American 
private  overseas  loans  which  had  permitted  sales  without  purchases 
would  themselves  become  impossible  to  service. 

The  events  of  1929-32  confirmed  Hull's  forebodings;  during  that  period, 
the  American  share  in  world  trade  dropped  from  13.8  to  9.9  per  cent  of 
the  total.  Secretary  of  State  Hull  remembered  Congressional  experience 
too  thoroughly  to  seek  general  tariff  revision,  however.  Instead,  he  urged 
a  three-point  program:  a  general  tariff  truce;  negotiations  to  cut  tariffs 
and  ease  trade  restrictions;  and  incorporation  of  most-favored-nation 
provisions  in  any  agreements  reached.  With  the  failure  of  the  London 
Economic  Conference  in  1933,  the  general  tariff  truce  plan  had  to  be 
dropped.  Hull  pushed  for  the  rest  of  his  program  nonetheless,  and  by 
February,  1934,  had  won  President  Roosevelt's  support  for  a  Reciprocal 
Trade  Agreements  bill.  The  House  accepted  the  measure  in  March,  by  a 
vote  of  274  to  111;  the  Senate  agreed  in  June,  by  a  vote  of  57  to  33;  and 
the  President  signed  the  bill  on  June  12. 

The  new  law,  which  was  to  expire  in  three  years,  authorized  the  Presi- 
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dent  to  seek  executive  agreements.  Since  those  required  no  Senate  ratifi- 
cation, they  need  not  run  the  gauntlet  of  a  two-thirds  vote  which  had 
beaten  down  previous  attempts  at  reciprocal  trade  arrangements.  In 
return  for  concessions  by  other  countries,  the  President  might  cut  the 
rates  set  in  the  Smoot-Hawley  Act  by  as  much  as  50  per  cent.  He  might 
not  transfer  a  dutied  article  to  the  free  list;  nor  could  he  put  a  product 
already  on  the  free  list  among  those  taxed. 

If  the  trade  agreements  program  had  gone  no  further,  it  would  have 
merely  set  the  United  States  among  nations  conducting  their  trade  on  a 
bilateral  basis.  But  the  Hull  plan  provided  that  reduced  duties  apply 
not  only  to  the  produce  of  the  country  with  which  an  agreement  had 
been  concluded  but  to  similar  products  of  all  countries  giving  United 
States  exports  equal  treatment  with  those  of  nations  most  favored  by  their 
regulations.  On  the  other  hand,  if  such  a  third  party  gave  imports  from 
another  nation  more  favorable  terms  than  goods  of  the  same  sort  shipped 
from  the  United  States,  American  duties  might  be  raised  against  the 
exports  of  that  third  party.  Thus,  by  the  familiar  stick  and  carrot  tactic, 
Secretary  of  State  Hull  sought  to  broaden  the  world  area  within  which 
merchandise  dealings  might  proceed  with  relative  freedom.  As  part  of  the 
concessions  for  which  the  United  States  would  grant  lower  duties,  it 
became  customary  for  American  negotiators  to  seek  at  least  as  much 
foreign  exchange  as  United  States  exporters  had  enjoyed  in  some  previous 
specified  year.  Countries  which  offered  exporters  of  other  nations  more 
favorable  terms  than  those  accorded  United  States  shippers  might  also 
be  penalized.  This,  of  course,  was  done  to  break  down  foreign  govern- 
ment exchange  controls  under  which  it  was  becoming  increasingly  diffi- 
cult for  foreigners  to  buy  freely  American  goods.  Thus,  in  1935  and  1936, 
Germany  was  not  only  denied  the  benefit  of  reduced  rates  on  goods  it 
exported,  but  extra  countervailing  duties  were  imposed  to  check  the 
use  of  a  special  "registered  mark"  currency  designed  to  subsidize  German 
exports.  The  countervailing  duties  were  removed,  and  then  restored  after 
the  invasion  of  Czechoslovakia  in  1938. 

Negotiations  under  the  Trade  Agreements  Act  were  conducted  pri- 
vately by  technical  experts  of  the  State  and  Commerce  Departments 
aided  by  Tariff  Commission  personnel.  In  1937,  specific  provision  was 
made  for  American  producers  to  appear  before  these  committees  to 
present  the  case  of  their  industries.  Efforts  to  secure  agreements  under 
the  new  measure  began  promptly:  by  mid-September,  1934,  eleven  agree- 
ments, eight  with  Latin-American  countries,  were  in  process.  By  the  end 
of  1935,  agreements  had  been  reached  with  Haiti,  Colombia,  Honduras, 
Canada,  Belgium,  Sweden,  and  the  Netherlands,  including  its  colonies. 
The  following  year,  Nicaragua,  Guatemala,  Costa  Rica,  Switzerland,  Fin- 
land, France  and  its  colonies  had  been  added  to  the  list.  By  1937,  when 
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16  agreements  were  in  effect,  exports  to  participant  nations  had  increased 
by  60  per  cent  over  1935;  exports  to  nonparticipant  countries  had  risen 
by  but  39  per  cent. 

In  1938,  negotiations  were  begun  with  Britain.  As  a  result,  an  agree- 
ment was  concluded  to  come  into  effect  on  January  1,  1939.  Drawing 
Britain  into  the  program  was  particularly  important.  For  its  participation 
meant  some  retreat  from  the  intention  to  make  the  British  Empire  and 
Commonwealth  a  self-sufficient  economic  unit,  in  which  the  manufactures 
of  the  metropolis  and  the  raw  and  semifinished  products  of  the  dependen- 
cies should  enjoy  a  mutually  favored  position— all  this  to  the  disadvantage 
of  agricultural  and  industrial  exports  from  the  United  States.  With  war 
brewing,  reciprocal  trade  agreement  with  Britain  had  as  much  a  political 
as  an  economic  significance.  Indeed,  in  a  context  of  demand  skewed  by 
European  preparations  for  war,  it  became  increasingly  difficult  to  measure 
the  effect  of  the  trade  agreements  program.  Nevertheless,  by  the  end  of 
1939,  agreements  had  been  concluded  with  21  nations,  which  accounted 
for  60  per  cent  of  United  States  foreign  commerce.  Furthermore,  in  conse- 
quence of  the  scheme,  the  45  per  cent  level  of  duties  under  the  Smoot- 
Hawley  Act  fell  to  a  level  of  36  to  37  per  cent. 

The  trade  agreements  plan  was  opposed  on  political  as  well  as  economic 
grounds.  It  was  being  charged:  Congress  had  erred  in  delegating  so  much 
of  its  power  over  the  tariff  to  the  Executive.  And,  lower  duties  hurt 
American  industries  while  the  concessions  granted  brought  no  propor- 
tionate increase  in  United  States  exports.  Nevertheless,  the  administra- 
tion secured  renewal  of  the  law  in  1937  and  again  in  1940,  this  second 
time  by  the  narrow  margin  of  five  votes  in  the  Senate.  Although  World 
War  II  soon  made  free  foreign  trade  something  of  a  contradiction  in 
terms,  the  Roosevelt  administration  continued  its  efforts  to  extend  the 
program  for  the  sake  of  its  effect  on  postwar  conditions.  The  Trade  Agree- 
ments Act  was  renewed  in  1943  and  once  more  in  1945.  By  1945,  the 
number  of  trade  agreements  written  had  risen  to  37. 

The  Hull  program  was  significant  as  an  effort  to  lower  the  barriers  to 
the  free  flow  of  international  commerce.  It  was  also  an  interesting  ex- 
ample of  political  inventiveness.  Except  in  the  rare  instance  of  the  Under- 
wood Tariff  of  1913,  tariff  revision  had  become  an  exchange  of  favors 
among  representatives  of  special  interest  groups  rather  than  a  rational 
attempt  to  further  American  foreign  trade.  Any  general  lowering  of 
tariffs  would  have  been  impossible  under  depression  conditions,  more- 
over. The  Hull  plan,  which  substituted  negotiation  by  experts  for  legisla- 
tive logrolling,  circumvented  both  the  power  of  a  Senate  minority  and 
the  excessive  influence  of  pressure  groups,  although  those  were  given 
proper  hearing.  To  be  sure,  in  a  world  dominated  by  depression  and  fear 
of  war,  neither  wise  over-all  views  nor  intelligent  bargaining  could  do  a 
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great  deal  for  the  growth  of  a  relatively  free  world  trade.  Nevertheless, 
file  fact  that  the  United  States,  which  had  so  long  been  economically 
self -centered,  took  the  lead  in  attempts  to  broaden  the  scope  of  interna- 
tional commerce  showed  that  an  important  sector  of  American  opinion 
was  aware  of  the  obligations  of  national  maturity  in  the  field  of  economic 
foreign  policy. 

Export-Import  Bank.  Secretary  of  State  Hull  had  made  allusion  to  the 
pending  trade  agreements  program  at  the  Montevideo  Inter-American 
Conference  of  1933.  A  large  number  of  the  conventions  subsequently 
concluded  were  with  Latin-American  nations.  More  than  lower  barriers 
was  needed  to  revive  their  commerce,  however,  the  more  particularly 
since  the  terms  of  trade,  at  least  during  the  1930's,  gave  the  advantage  to 
manufactured  goods  over  raw  materials.  Furthermore,  Latin-American 
credit  had  suffered  by  widespread  defaults  after  1929-30.  To  facilitate 
trade,  principally  by  protecting  American  exporters  against  transfer  and 
credit  risks,  a  second  Export-Import  Bank  was  organized  in  March,  1934, 
with  a  capital  of  $2.75  million.  In  1935,  Congress  turned  over  the  Bank's 
assets  to  the  first  Export-Import  Bank  which  had  been  set  up  in  February, 
1934,  to  further  a  trade  with  Russia  which  did  not  appear.  In  1937,  the 
Bank  had  its  life  extended  until  1939-41  and  its  lending  power  was  in- 
creased to  $200  million.  During  the  first  five  years  of  its  activities,  the 
Export-Import  Bank  did  only  a  small  business  in  discounting  and  redis- 
counting  notes  and  bills  arising  out  of  export  transactions;  nevertheless, 
its  opposition  to  direct  barter  among  nations  did  offer  a  useful  protest 
against  an  increasing  tendency  toward  that  form  of  economic  retro- 
gression. 

After  1940,  the  Export-Import  Bank  became  a  serviceable  instrument 
of  the  Good  Neighbor  policy,  for  it  helped  finance  plans  to  keep  Latin- 
American  surpluses  off  the  market  and  so  prevented  deterioration  in  their 
economic  condition.  It  also  made  loans  to  the  governments  of  countries 
like  Mexico  and  Brazil  for  the  construction  of  transportation  and  indus- 
trial facilities  intended  to  make  their  resources  more  available,  particu- 
larly IB  steel  and  oil  production.  In  1945,  the  Bank's  lending  power  was 
further  increased  to  $3.5  billion,  and  the  ban  on  loans  to  governments  in 
default  to  the  United  States  was  removed.  By  1947,  a  representative  of 
the  banking  community  complained  that  the  Export-Import  Bank  was 
financing  foreign  governments  and  their  agencies  rather  than  United 
States  exporters:  between  1934  and  1940,  47.15  per  cent  of  its  disburse- 
ments had  been  loans  to  exporters,  a  proportion  which  dropped  to  6.23 
per  cent  in  1946.  The  focus  of  the  Bank's  attention  had  shifted  to  loans 
for  reconstruction  and  development  rather  than  for  ordinary  commercial 
transactions;  but  its  continued  interest  in  promoting  American  exports 
was  evidenced  by  the  requirement  that  borrowers  buy  necessary  goods 
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in  the  United  States  and  transport  those  goods  in  vessels  of  American 
registry. 

Overseas  Investments.  During  the  1920's,  United  States  lenders  abroad 
had  tended  to  concentrate  rather  than  disperse  their  risks.  Of  $15.3  billion 
in  foreign  long-term  investments,  government  bonds  (dollar  loans)  ac- 
counted for  $7.2  billion  while  only  $8  billion  was  in  direct  holdings  of 
productive  enterprises  or  their  securities.  Thirty  per  cent  of  this  large 
stake  abroad  was  in  Europe  with  the  great  bulk  of  tie  remainder  in  coun- 
tries of  the  Western  Hemisphere.  Furthermore,  a  few  countries,  Brazil 
and  Germany,  for  example,  accounted  for  a  disproportionate  amount  of 
dollar  loans.  Foreign  lending  diminished  after  1928.  The  crisis  of  1929 
cut  off  the  outflow  of  American  funds  and  made  it  difficult  for  debtors  to 
maintain  payments  by  new  borrowing.  By  1935,  $1.5  billion  of  the  $1.866 
billion  in  Latin- American  dollar  issues  was  in  complete  or  partial  default. 
Of  the  $2.376  billion  of  dollar  loans  in  Europe,  $1.223  billion  was  in 
default. 

In  earlier  periods,  creditors  might  have  taken  action  against  the  first 
group  of  defaulters,  at  least.  But  European  creditors  were  in  a  poor  posi- 
tion morally:  for  some  of  them  themselves  were  in  default  to  the  United 
States;  and  the  Great  Powers  were  finding  it  impossible  to  make  further 
payments  on  the  inter-Allied  war  debts.  Politically,  intervention  to  col- 
lect Western  Hemisphere  debts  was  possible  neither  for  them  nor  for  the 
United  States.  The  latter  had  embarked  upon  a  Latin-American  policy 
which  renounced  intervention  to  collect  debts.  Furthermore,  the  terms  of 
trade  were  so  disadvantageous  to  producers  of  raw  materials  that  any 
effort  at  collection  through  administration  of  customs,  for  instance,  would 
have  been  nugatory  since  national  revenues  could  not  have  met  the 
obligations  incurred.  Consequently,  United  States  diplomatic  pressure  for 
payment  limited  itself  to  attempts  to  secure  for  American  creditors  ex- 
change and  transfer  facilities  as  favorable  as  those  given  other  nationals. 
In  addition,  with  State  Department  encouragement,  the  Foreign  Bond- 
holders' Protective  Council  was  organized  in  1933.  This  nonstock,  non- 
profit corporation  was  set  up  to  protect  the  rights  of  American  holders 
of  dollar  bonds  publicly  offered  by  foreign  governments.  Its  effort  was 
directed  to  secure  fair  treatment  for  United  States  creditors  and  to  pro- 
mote refunding  in  order  to  bring  payment  within  the  capacity  of  the 
principal  debtors. 

Hope  for  genuine  expansion  of  world  trade  proved  illusory  during  the 
1930's.  Economic  recovery  was  disappointingly  slow  in  the  United  States. 
Both  factors  contributed  to  the  decline  of  American  foreign  lending. 
After  1931,  except  for  refunding  issues  and  some  new  borrowing  by 
Canada  and  the  Argentine,  flotations  of  foreign  bonds  almost  ceased. 
After  1934,  law  added  its  force  to  economic  influences  restricting  capital 


430  ECONOMIC  ADJUSTMENT 

exports:  the  Johnson  Act  of  that  year  forbade  governments  in  debt  default 
to  the  United  States  to  float  loans  in  this  country,  hence  most  European 
governments  were  denied  access  to  American  capital  markets. 

The  flow  of  long-term  capital  tended  to  reverse  itself,  therefore.  Indeed, 
$1.2  billion  in  long-term  capital  returned  to  the  United  States  between 
1931  and  1939.  The  value  of  portfolio  investments  dropped  from  $7.2 
billion  in  1930  to  $3.8  billion  in  1939.  Sinking  fund  and  other  redemptions 
accounted  for  some  $1.7  billion  of  the  shrinkage;  $2  to  $3  billion  more 
was  repatriated  by  the  issuers,  generally  at  considerable  loss  to  United 
States  investors.  Indeed,  spokesmen  for  the  American  financial  commu- 
nity saw  deliberate  plotting  in  default  on  interest  payment,  which  low- 
ered the  selling  price  of  foreign  securities  here,  and  was  followed  by 
foreign-government  repurchase  to  avoid  the  cost  of  redemption  at  par 
on  maturity.  Certain  foreign  debtors,  notably  Germany,  converted  default 
into  a  source  of  advantage:  repatriation  of  bonds  at  heavy  discount 
lessened  the  cost  of  past  borrowing;  rather  than  no  payment,  creditors 
accepted  German  goods,  even  commodities  not  especially  desired. 

Direct  investment  had  a  better  record,  on  the  whole,  and  a  trickle  of 
American  capital  continued  to  flow  outward,  although  the  size  of  such 
investment  is  difficult  to  measure:  one  Department  of  Commerce  state- 
ment put  the  net  figure  at  $425  million  in  the  period  1930-39.  The  volume 
of  direct  investment  shrank  from  $7.5  to  $7  billion  between  1929  and 
1940.  Since  portfolio  investment  had  dropped  far  more,  direct  invest- 
ments rose  from  52  to  66  per  cent  of  the  total.  Nearly  three-quarters  of 
all  direct  investment  was  in  Western  Hemisphere  countries.  By  1940, 
Canadian  holdings  accounted  for  30  per  cent  of  all  United  States  direct 
investments.  Most  of  these  were  in  manufacturing  companies,  for  Canada 
was  a  good  market  itself  and  its  membership  in  the  British  Common- 
wealth gave  United  States-owned  business  in  Canada  entry  to  British 
and  Empire  markets  on  favorable  terms.  Investments  in  Latin  America 
accounted  for  42  per  cent  of  the  total.  Mining  and  agricultural  enter- 
prises were  most  important;  utility,  trade,  and  manufacturing  ventures 
ranked  next. 

Despite  marked  fluctuations,  income  from  direct  investment  main- 
tained itself  better  than  that  from  investment  in  foreign  dollar  bonds:  in 
1929,  while  bondholders  drew  $480  million  annually,  investors  in  proper- 
ties and  their  securities  received  $400  million.  In  1932,  portfolio  investors 
secured  $320  million  in  income,  while  holders  of  direct  investments  re- 
ceived but  $99  million.  By  the  end  of  the  decade,  the  return  to  portfolio 
investors  was  $125  million;  direct  investors  received  $400  million.  Rates 
of  return  were  frequently  high:  for  example,  between  1938  and  1940, 
holders  of  Peruvian  investments  received  15*9  per  cent  in  the  poorest 
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year  and  18.3  per  cent  in  the  best;  while  investors  in  Britain  received 
between  8.1  and  8.5  per  cent. 

While  portfolio  investment  dwindled,  direct  investment  continued,  if 
only  in  the  shape  of  funds  plowed  back  into  foreign  enterprises  because 
exchange  could  not  be  obtained  to  transfer  earnings  to  the  United  States. 
The  locus  of  direct  investment  tended  to  shift.  Holdings  of  sugar  plan- 
tations, for  instance,  diminished,  while  investment  in  mineral  production 
increased.  American  industrialists  taking  the  long  view  saw  the  need  for 
controlling  supplies  of  such  raw  materials  as  bauxite,  copper,  iron,  and  oil. 
For  though  supplies  of  the  last  three  were  only  too  abundant  in  the  30's, 
an  economy  functioning  at  a  higher  level  might  soon  require  sources  of 
higher  grade  mineral  raw  materials  than  those  available  in  the  United 
States.  By  1940,  among  other  holdings,  United  States  investors  owned  all 
the  asphalt  and  bauxite,  90  per  cent  of  the  copper,  nearly  all  the  iron  ore, 
two-thirds  of  the  zinc,  and  half  the  manganese,  platinum,  and  petroleum 
of  South  America.  United  States  investors  held  significant  interests  in 
Rhodesian  copper,  as  well;  nor  had  they  overlooked  the  possibilities  of 
Middle  Eastern  oil,  or  the  iron,  petroleum,  and  other  minerals  awaiting 
use  in  Canada. 

United  States  creditors  received  higher  income  return  and  suffered  lower 
rates  of  loss  on  direct  than  on  portfolio  investment.  Debtors  also  found  the 
former  variety  of  investment  more  advantageous.  Payment  was  easier 
since  it  fluctuated  in  accordance  with  economic  conditions  instead  of  de- 
manding fixed  outlays.  Government  bonds  were  often  issued  for  present 
political  profit  and  with  inadequate  consideration  of  future  burden.  Direct 
investments  were  more  apt  to  be  made  on  a  business  basis,  with  the  pos- 
sibility of  return  a  prime  consideration.  Direct  investment  at  least  seme- 
times  helped  increase  the  income  of  the  country  to  which  capital  was 
exported,  while  portfolio  investment  only  rarely  contributed  to  a  nation's 
income  and  employment.  These  patterns  were  to  be  repeated  after  World 
War  II  was  over:  more  and  more  American  private  funds  continued  to 
flow  into  direct  investments  overseas.  Loans  to  foreign  governments  be- 
came an  interest  of  the  American  government  itself. 


CHAPTER  20 


CHALLENGES 
TO  THE  NEW  DEAL 

THE  ELECTION  OF  1936 

E  STARS  WERE  favorable  in  their  courses;  so  that,  in  a  period  of 
JL  rising  business  activity,  President  Roosevelt  entered  the  Presidential 
campaign  of  1936  to  request  popular  endorsement  of  his  policies.  The 
Republicans  had  met  first  at  Cleveland  during  June  9-12,  1936,  and  had 
come  out  flatly  against  the  New  Deal  and  all  its  works.  Their  platform 
opened  with  the  words,  "America  is  in  peril,"  and  in  this  spirit  they  sub- 
mitted the  principles  and  achievements  of  the  New  Deal  to  a  bitter  ar- 
raignment The  President  had  sought  to  usurp  the  powers  of  Congress  and 
flout  the  authority  of  the  Supreme  Court;  he  had  ridden  roughshod  over 
the  prerogatives  reserved  to  the  states  by  the  Constitution;  he  had  tinkered 
with  the  tariff  so  that  the  country  was  being  flooded  with  foreign  com- 
modities. The  Republicans,  therefore,  were  for  a  high  protective  tariff  and 
compacts  among  the  states  to  make  possible  such  social  legislation  as  the 
Supreme  Court  had  found  unpalatable.  It  may  be  said  here,  in  passing, 
that  it  was  an  ironic  quirk  that  the  Republican  party,  which  had  always 
claimed  descent  from  the  Federalists,  should  now  completely  change  its 
position  and  advocate  decentralization  of  authority.  The  Republicans  also 
looked  upon  the  NRA  experiment  and  found  it  evil,  calling  instead  for 
"the  vigorous  enforcement  of  the  criminal  laws,  as  well  as  the  civil  laws, 
against  monopolies  and  trusts  and  their  officials."  The  leading  contenders 
for  the  nomination  had  been  Alfred  M.  Landon,  Governor  of  Kansas; 
Frank  Knox,  from  Illinois;  and  Arthur  H.  Vandenberg,  Senator  from  Mich- 
igan. When  the  balloting  began  to  take  place,  however,  no  real  opposition 
to  the  candidacy  of  Mr.  Landon  evidenced  itself,  and  he  was  named  on 
the  first  ballot.  In  the  same  way,  Mr.  Knox  was  nominated  for  the  Vice- 
Presidency. 

The  Democrats  met  at  Philadelphia,  during  June  23-24,  with  President 
Roosevelt,  although  absent,  obviously  dominating  the  proceedings.  The 
convention  was  in  a  defiant  mood,  largely  because  of  the  blows  directed 
against  the  New  Deal  by  the  Supreme  Court;  and  in  his  keynote  address, 
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Senator  Barkley  threatened  that  "if,  in  the  future,  further  amendment  to 
the  Constitution  should  become  necessary  to  enable  the  people  to  work 
out  their  destiny  and  protect  their  fundamental  rights  or  to  govern  some 
archaic  interpretation  never  intended  by  its  framers,  I  doubt  not  that  the 
people  will  face  that  duty  with  the  same  calm  intelligence  which  has 
guided  them  in  the  past." 

The  Democratic  platform  did  not  go  so  far;  but  it  did  insist  upon  the 
right  of  Congress  to  legislate  nationally  for  such  matters  as  relief,  child 
labor,  minimum  wages,  hours  of  labor,  soil  conservation,  flood  control,  and 
the  like.  The  rest  of  the  platform  was  largely  taken  up  with  paeans  in 
praise  of  the  New  Deal  accomplishments.  Democratic  rule  had  put  the 
nation  "back  on  the  road  to  restored  health  and  prosperity";  the  policies 
of  the  government  had  been  "humanized";  the  administration  intended  to 
continue  thwarting  "the  activities  of  malefactors  of  great  wealth  who  de- 
fraud and  exploit  the  people."  There  were  also  promises  made  of  contin- 
ued aid  to  farmers,  wage  legislation,  and  a  fight  on  monopoly.  President 
Roosevelt  and  Vice-President  Garner  were  renominated  by  acclamation. 
A  significant  piece  of  business  completed  at  this  convention  was  the  revo- 
cation of  the  more  than  century-old  rule,  prevailing  at  Democratic 
conventions,  that  a  Presidential  nominee  must  receive  the  votes  of  two- 
thirds  of  the  delegates.  In  this  way  the  Democracy  gave  notice  that 
it  would  no  longer  allow  the  Solid  South  to  exercise  a  dominating  in- 
fluence in  the  councils. 

Other  parties  entering  the  contest  were  the  Socialist,  which  named 
Norman  Thomas;  the  Communist,  whose  candidate  was  Earl  Browder; 
and  the  newly  formed  Union  party,  whose  nominee  was  William  Lemke, 
Republican  representative  from  North  Dakota.  This  last  group  was  made 
up  of  an  oddly  assorted  company  of  dissidents,  some  of  whom  had  links 
with  old-time  Populism;  some  of  whom  followed  Father  Charles  E.  Cough- 
lin,  a  Catholic  priest  whose  orientation  was  fascist;  and  some  of  whom 
were  in  the  train  of  Dr.  Francis  E.  Townsend,  the  originator  of  a  plan  for 
high  federal  pensions  for  the  aged  in  order  to  increase  purchasing  power. 
Many  labor  leaders,  notably  those  who  agreed  with  John  L.  Lewis  that 
the  AFI/s  program  required  serious  recasting,  organized  Labor's  Non- 
Partisan  League  and  campaigned  for  Mr.  Roosevelt.  The  AFL,  on  the 
other  hand,  announced  it  would  pursue  its  traditional  nonpartisan  policy 
of  endorsement  of  its  friends. 

Mr.  London,  due  to  bad  general  staff  work  among  his  top  advisers,  got 
off  on  the  wrong  foot.  Personally  a  liberal  and  sympathetic  to  many  of  the 
New  Deal  achievements,  he  began  to  make  a  campaign  that  could  appeal 
only  to  the  extreme  bitter-enders.  In  a  sense,  his  advisers  were  misled  by 
the  support  given  Mr.  Landon  by  a  number  of  personally  disaffected 
Democrats,  among  whom  were  to  be  found  Alfred, E.  Smith,  John  W. 
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Davis,  James  F.  Reed,  and  Joseph  B.  Ely.  It  took  the  Republicans  some 
time  before  they  learned  that  these  were  captains  without  an  army.  Also, 
the  Republicans  alienated  labor  when  Chairman  Hamilton  of  the  Re- 
publican National  Committee  called  a  number  of  respectable  leaders  of 
responsible  trade  unions  Communists,  and  when  Mr.  Landon  attacked  the 
Social  Security  Act.  Mr,  Landon  subsequently  made  efforts  to  redeem 
himself;  he  supported  relief  expenditures,  promised  continued  aid  to  agri- 
culture, and  even  pledged  himself  to  a  Constitutional  amendment,  if  nec- 
essary, to  permit  adequate  federal  control  of  industry  and  agriculture.  But 
the  whole  campaign  was  conducted  ineptly,  and  it  at  once  became  appar- 
ent that  the  Republicans  were  doomed  to  defeat 

Mr,  Roosevelt  made  a  swing  around  the  circle,  beginning  on  October  9, 
and  defended  all  his  policies  vigorously  before  enthusiastic  gatherings. 
His  triumph  was  unexampled  in  American  Presidential  elections.  He  re- 
ceived a  popular  vote  of  27,751,000  to  Mr.  Landon's  16,680,000;  and  even 
the  minor  parties  were  swamped  with  Mr.  Lemke  getting  only  894,000, 
Mr.  Thomas  194,000  votes,  and  Mr.  Browder  80,000  votes.  Mr.  Landon 
carried  only  two  states,  Maine  and  Vermont,  so  that  the  electoral  vote  was 
523  to  8,  The  Democrats  also  increased  their  membership  in  both  houses 
of  the  Seventy-fifth  Congress  and  left  the  President's  leadership  of  his 
party  unimpaired.  In  the  immediately  following  years,  Mr,  Roosevelt's 
popularity— despite  the  reappearance  of  depression  during  1937-38— did 
not  wane;  if  there  was  a  devil  of  the  piece  in  the  minds  of  the  American 
public,  it  was  the  standpatter  Democratic  contingent  in  Congress  and  not 
the  President  or  his  body  of  advisers. 

THE  SUPREME  COURT  FIGHT 

On  only  one  major  question  did  the  President  lose—and  then  he  suffered 
but  a  temporary  defeat.  This  was  his  effort  to  change  the  make-up  of  the 
Supreme  Court,  by  statute,  to  enable  him  to  deal  freely  with  social  and 
economic  legislation.  On  February  5?  1937,  a  Presidential  message  de- 
manded that  the  President  be  empowered  to  appoint  "additional  judges 
in  all  federal  courts  without  exception  where  there  are  incumbent  judges 
of  retirement  age  who  do  not  choose  to  resign/'  And  a  bill  accompanying 
the  message— the  work  of  the  Attorney  General-provided  that  in  the  case 
of  the  Supreme  Court  the  voluntary  retirement  age  was  to  be  70  years  and 
that  the  President  might  appoint  up  to  six  additional  members  to  supple- 
ment nonretiring  members.  The  official  reasons  presented  were  that  the 
federal  courts  were  congested,  the  judiciary  was  too  "static"  in  its  attitude 
toward  laws,  and  that  there  existed  "inequality,  uncertainty  and  delay"  in 
the  determination  of  Constitutional  matters.  This,  of  course,  was  being 
less  than  frank;  for  what  the  President  sought  was  a  bench  that  would  be 
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more  responsive  to  his  and  the  public  will  as  it  had  taken  shape  in  Con- 
gressional legislation. 

There  was  no  question  that  Roosevelt  had  been  growing  increasingly 
impatient  with  the  strict  constructionism  of  the  Supreme  Court,  which  re- 
fused to  recognize  the  existence  of  a  national  emergency.  In  case  after 
case  it  had  ringed  around  the  Presidential  power  with  a  whole  series  of 
inner  breastworks,  so  that  movement  into  new  and  unexplored  regions  was 
virtually  impossible.  Between  January,  1935,  and  May,  1936,  the  Supreme 
Court  had  declared  unconstitutional  eleven  major  New  Deal  measures  for 
meeting  depression  problems.  By  invalidating  the  NIRA,  the  Bituminous 
Coal  Conservation  Act  (Carter  v.  Carter  Coal  Company  [298  U.S.  238, 
1936] ),  and  the  Railroad  Retirement  Act  (Railroad  Retirement  Board  v. 
Alton  Railroad  Company  [295  U.S.  330, 1935] ),  the  Supreme  Court  placed 
production  control  and  the  establishment  of  industrial  standards  beyond 
federal  power.  In  the  New  York  minimum  wage  law  case,  the  Supreme 
Court  found  similar  legislation  beyond  the  power  of  a  state  (Morehead, 
Warden  v.  New  York  ex  rel  Tipaldo  [298  U.S.  587,  1935]).  Voiding  the 
AAA  and  the  Farm  Mortgage  Moratorium  Act  put  effective  aid  to  agricul- 
ture's price  and  credit  position  outside  Congressional  competence.  The 
Municipal  Bankruptcy  Act  of  1934,  which  allowed  local  governments  to 
readjust  their  debts  through  federal  courts  if  a  majority  of  their  creditors 
consented,  was  also  found  unconstitutional  ( Ashton  v.  Cameron  County 
Improvement  District  [298  U.S.  513,  1936]).  Towns,  cities,  and  counties 
were  thus  prevented  from  avoiding  default.  The  decision  against  the  New 
York  minimum  wage  act  in  particular  had  been  a  bitter  pill  to  swallow: 
for,  in  declaring  against  the  NIRA,  the  Court  had  found  that  Congress 
might  not  legislate  on  wages;  while,  in  invalidating  the  New  York  law,  it 
had  also  solemnly  decreed  that  neither  could  the  states.  Justly,  President 
Roosevelt  declared  that  there  now  existed  a  no  man's  land  where  both 
federal  and  state  action  was  ineffective. 

Federal  jurisdiction  over  commerce  and  taxation  gave  no  constitutional 
warrant  for  laws  on  debtor-creditor  relations,  prices,  production,  or  labor 
standards.  State  police  power  might  not  be  extended  to  cover  regulation 
of  wages.  In  effect,  the  decisions  of  1934-36  put  a  significant  area  of  eco- 
nomic life  beyond  governmental  authority.  This  was  in  accord  with  the 
opinion  of  the  Founding  Fathers  (or,  at  least,  the  Court  and  its  defenders 
apparently  felt),  for  these  had  considered  the  extent  of  liberty  all  but 
equivalent  to  the  area  in  which  government  might  not  intervene;  never- 
theless such  a  position  paralyzed  the  action  for  which  majorities  had  de- 
clared—through their  chosen  representatives,  the  American  Congress. 

The  Roosevelt  administration  sought  to  meet  the  problem  by  offering  a 
program  for  reorganizing  the  federal  judiciary.  To  prevent  overcrowded 
dockets  in  the  lower  federal  courts,  the  bill  presented  to  Congress  on  Feb- 
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ruary  5, 1937,  revised  procedure  generally.  To  check  federal  district  judges 
overzealous  in  readiness  to  pass  upon  constitutional  questions— between 
1935  and  1936  lower  federal  courts  had  issued  1,600  writs  to  check  en- 
forcement of  new  laws— injunctions  against  execution  of  acts  of  Congress 
were  barred  unless  government  attorneys  were  given  opportunity  to  be 
heard.  Appeals  on  constitutionality  were  to  be  speeded.  But  the  heart  of 
the  bill  lay  in  its  provision  that  for  any  federal  judge  who  failed  to  retire 
at  70,  the  President  might  appoint  an  additional  member  to  the  bench; 
such  supplementary  appointments  might  not  exceed  50,  only  6  of  whom 
might  be  named  to  the  Supreme  Court 

Since  the  days  of  the  Progressive  movement,  resentment  against  the 
Court's  assumption  of  power  to  overthrow  considered  policy  judgments  of 
Congress  had  provoked  proposals  for  checking  the  Supreme  Court  either 
by  law  or  by  Constitutional  amendment  As  late  as  1924,  the  elder  LaFol- 
lette  urged  that  if  Congress  re-enacted  an  invalidated  law,  the  measure  be 
allowed  to  stand.  Others  proposed  that  no  law  be  overthrown  by  a  mere 
5-to-4  decision.  Still  others  suggested  that  the  Supreme  Court's  power  be 
restricted  to  maintaining  congruity  between  the  federal  Constitution  and 
state  laws  and  constitutions.  Students  of  the  judicial  process  had  long  dis- 
missed the  theory  that  the  Supreme  Court  merely  matched  challenged  leg- 
islation against  the  Constitution,  that  it  "found"  and  did  not  "make"  the 
law.  Much  of  the  public  still  accepted  the  notion  that  the  Court  rendered 
judgment  in  an  atmosphere  of  pure  logic,  unaffected  by  awareness  that 
its  decisions  might  alter  the  national  balance  of  economic  interests.  The 
discussion  which  the  President's  proposals  evoked  brought  more  general 
realization  of  the  fact  that  Supreme  Court  justices  had  usually  been  well 
aware  of  their  decisive  and  creative  role  in  the  American  political  struc- 
ture, an  awareness  which  might  be  seen  by  anyone  who  had  the  patience 
to  read  such  opinions  as  Pollock  v.  Farmers  Loan  and  Trust  Company 
(157  U.S.  429,  1895)  or  such  celebrated  dissents  as  Justice  Holmes  in 
Lochner  v.  New  York  ( 1905 ) . 

The  Roosevelt  plan  was  directed  to  the  personnel  of  the  bench  rather 
than  to  the  principle  of  judicial  review  or  even  to  restriction  of  the  Su- 
preme Court's  power  to  invalidate  legislation.  Hence,  administration  op- 
ponents were  able  to  tag  the  proposal  "packing  the  courts."  They  stressed 
the  unfairness  of  making  such  a  move  immediately  after  election  when 
the  issue  had  not  been  stressed  during  the  campaign.  To  the  President's 
bewilderment,  many  of  his  Democratic  friends  and  supporters  joined  Re- 
publicans and  such  conservative  wearers  of  the  Democratic  label  as  Car- 
ter Glass  in  attacking  the  measure.  The  President  was  attempting  to  make 
himself  a  dictator.  No  Supreme  Court  at  all  would  be  safer  for  constitu- 
tional liberty  than  a  tribunal  under  executive  control.  In  direct  appeal  to 
the  people,  President  Roosevelt  confessed  his  desire  to  appoint  Supreme 
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Court  justices  who  "would  not  undertake  to  override  Congress  or  legisla- 
tive policy,"  a  frankness  which  seemed  to  bear  out  the  fears  of  his 
opponents. 

On  June  14, 1937,  the  administration  met  resounding  defeat:  the  Senate 
Judiciary  Committee  reported  the  court  reform  bill  unfavorably.  On  the 
same  day,  and  with  House  Democrats  in  revolt,  administration  floor  leader 
Senator  Joseph  T.  Robinson  of  Arkansas  died.  After  bitter  debate,  the  Sen- 
ate rejected  the  judiciary  proposal  on  June  22.  No  further  effort  to  carry 
a  court  reform  measure  was  undertaken.  Congress  did  adopt  a  bill  allow- 
ing Supreme  Court  justices  to  retire  at  70  on  full  pay,  however,  and  it  also 
passed  a  law  for  speeding  work  in  the  lower  federal  courts. 

Chief  Justice  Hughes  played  a  prominent  part  in  the  fight  on  the  Presi- 
dent—behind the  scenes,  of  course.  He  made  two  public  addresses  during 
the  period  that  the  conflict  was  raging,  and  while  he  spoke  discreetly— he 
warned,  for  example,  against  permitting  "dominant  groups"  to  imperil  de- 
mocracy—there could  be  no  question  where  his  sympathies  lay.  Indeed,  he 
was  charged  with  having  devised  a  stratagem  that  cut  a  good  deal  of  the 
ground  from  under  the  President.  While  the  debate  was  at  full  flood,  on 
June  1,  Justice  Van  Devanter  announced  his  voluntary  retirement  from 
the  Supreme  Court.  Van  Devanter  had  been  a  consistent  foe  of  the  Presi- 
dent's measures;  his  withdrawal  meant  the  appointment  of  a  liberal  judge 
and  a  swinging  of  the  balance  on  the  Court  now  in  the  President's  favor. 
In  other  words,  the  Court  thenceforth  was  likely  to  uphold  the  hand  of 
Congress  and  the  President;  why,  then,  pack  it? a 

The  Supreme  Court,  meanwhile,  had  chosen  the  better  part  of  valor.  On 
March  29,  by  a  5-to-4  decision  (West  Coast  Hotel  Company  v.  farmh 
[300  U.S.  379, 1937] ),  in  which  Justice  Owen  J.  Roberts  shifted  his  views, 
the  Court  upheld  a  Washington  state  minimum-wage  law  for  women 
similar  to  the  New  York  law  declared  unconstitutional  in  1936.  Further- 
more, the  majority  opinion  expressly  overruled  the  decision  of  1923  in  the 
Adkins  case.  In  April,  the  Court  declared  the  Wagner  Act  constitutional. 
In  May,  it  approved  the  unemployment  insurance  aspect  of  the  Social 
Security  Act  in  Steward  v.  Davis  and  only  two  justices  dissented  when 
the  old-age  benefits  provisions  were  justified  under  the  general  welfare 
clause. 

1  To  succeed  Van  Devanter,  the  President  named  Senator  Hugo  L.  Black  of 
Alabama,  an  enthusiastic  supporter  of  the  Presidential  policies  and  the  author  of  a 
maximum-hour  bill  which  labor  endorsed.  After  the  Senate  had  confirmed  the  appoint- 
ment and  Black  had  taken  the  oath  of  office,  it  was  divulged  that  he  had  been  a 
member  of  the  Ku  Klux  Klan  fifteen  years  previously.  Black  did  not  deny  the  charge— 
although  he  did  make  a  spirited  defense  of  racial,  religious,  and  civil  liberties— and  the 
President  took  no  action.  Black's  later  career  on  the  bench  justified  President  Roose- 
velt's confidence  in  him,  In  193$,  another  conservative  justice  quit  the  bendh  and 
Mr.  Roosevelt  made  another  liberal  appointment,  that  of  Stanley  Reed,  Solicitor 
General  in  the  Department  of  Justice. 
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The  straggle  might  be  called  a  draw:  judicial  review  was  in  no  way 
restrained  and  the  Supreme  Court  retained  its  place  as  a  normative  insti- 
tution. But  no  major  New  Deal  measures  were  invalidated  after  1938.  Leg- 
islation closely  resembling  condemned  statutes  was  found  tolerable.  Thus, 
17.  S.  v,  Bekins  (304  U.S.  587,  1938)  declared  constitutional  a  version  of 
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the  Municipal  Bankruptcy  Act  differing  but  slightly  from  the  old.  Sunshine 
Anthracite  Company  v.  Adkins  (310  U.S.  381, 1940)  approved  the  second 
Bituminous  Coal  Act.  The  AAA  of  1938  received  Supreme  Court  approval 
in  three  decisions  (Currin  v.  Wallace  [306  U.S.  11,  1939];  Mulford  v. 
Smith  [307  U.S.  88, 1939];  Wickard  v.  Tilburn  [317  U.S.  Ill,  1942] ).  In 


CHALLENGES  TO  THE  NEW  DEAL  439 

finding  the  Fair  Labor  Standards  Act  of  1938  constitutional,  the  Supreme 
Court  declared  that  the  shipment  of  manufactured  goods  was  commerce 
and  within  Congressional  power  to  regulate.  "The  motive  and  purpose" 
of  such  regulation  were  "matters  for  the  legislative  judgment  upon  the 
exercise  of  which  the  Constitution  places  no  restriction  and  over  which 
the  courts  have  no  control"  ( 17.  S.  v.  Darby  Lumber  Company  [312  U.S. 
100,  1941]). 

In  fine,  the  Supreme  Court  checked  its  use  of  the  "due  process"  clause 
to  limit  tax  programs  and  state  regulatory  agencies,  and  broadened  its 
definition  of  interstate  commerce.  Between  1938  and  1947,  on  economic 
issues,  at  least,  the  Supreme  Court— to  which  President  Roosevelt  had 
named  8  Justices  by  1943— accepted  the  contention,  long  expressed  in 
dissents  by  Justice  Holmes,  that  judges  should  not  act  as  policy  makers; 
hence  laws  were  not  to  be  invalidated  because  judges  found  them  obnox- 
ious to  their  concepts  of  economic  or  social  wisdom  and  propriety. 

To  the  Court's  credit,  it  should  be  said  that  it  continued  to  act  as  a 
tower  of  strength  when  civil  liberties  were  involved.  In  Thornhill  v.  Ala- 
bama (310  U.S.  88,  1940),  freedom  of  speech  was  extended  to  cover  cer- 
tain forms  of  peaceful  picketing  despite  a  state  law  against  that  method 
of  communicating  the  existence  of  a  labor  dispute.  In  Herndon  v*  Lowry, 
(301  U.S.  242, 1937),  the  majority  opinion  declared  that  state  sedition  acts 
must  offer  better  criteria  of  illegal  conduct  than  distaste  for  defendants* 
opinions.  In  Smith  v.  Texas  (311  U.S.  128,  1940)  and  in  Ballard  v.  17.  S. 
(329  U.S.  187, 1946),  the  Court  found  "due  process"  denied  when  Negroes 
and  women  were  systematically  excluded  from  jury  panels.  In  Lovell  v. 
City  of  Griffin  (303  U.S.  444,  1938),  local  ordinances  requiring  previous 
permits  for  distribution  of  handbills  were  invalidated  by  a  unanimous 
court  on  the  ground  that  freedom  of  expression  was  more  important  than 
a  town's  right  to  keep  its  streets  free  of  litter.  In  Hague  v.  CIO  (307  U.S. 
496, 1939),  the  Court  overthrew  the  Jersey  City  ordinance  requiring  that 
open  air  meetings  be  licensed  lest  they  provoke  disorder:  the  peaceful  ex- 
pression of  unpopular  opinions  should  be  protected,  not  suppressed. 

THE  RECESSION  OF  1937-38 

The  period  1933-36  witnessed  a  measure  of  recovery  from  the  crisis  of 
1931-32.  How  that  recovery  affected  important  sectors  of  the  economy  is 
indicated  in  Table  28. 

In  general,  the  reversal  of  downward  trends  may  be  attributed  to  two 
sets  of  factors:  the  impact  of  government  payments  and  the  reduction  of 
the  burden  of  debt.  Subsidies  to  farmers,  loans  to  business  through  the 
RFC,  public  works  financed  through  PWA,  loans  on  soldiers'  "bonus"  cer- 
tificates, and  expenditures  for  relief  all  contributed  to  increase  purchasing 
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power.  As  prices  rose,  the  burden  of  debt  payments  eased.  Further,  lower 
interest  rates  and  readjustment  of  principal  also  lessened  the  load  of  pri- 
vate debt.  Between  1930  and  1939,  corporate  long-term  debt  shrank  from 
$48.9  to  $43.3  billion,  farm  mortgages  from  $9.4  to  $6.9  billion,  and  urban 
mortgages  from  $32.6  to  $26  billion.  Moreover,  as  prices  rose,  producers 
increased  inventories  in  expectation  of  further  price  rises  and  also  in  an- 
ticipation of  increased  European  demand  as  nations  began  to  rearm. 

TABLE  28 

National  Income;  Indexes  of  Wholesale  Prices,  Manufacturing 
Production,  Productivity,  Wages,  1930-36 


National 
Income 
($biH) 

Prices 
Wholesale 
(1926  =  100) 

Production 
(1929  =  100) 

Manufacturing 
Productivity 
(1923-25=100) 

Wages 
(1926  =  100) 

1930 
1931 
1932 
1933 
1934 
1935 
1936 

77.3 
60.3 
42.9 
42.2 
49.6 
54.4 
62.9 

86.4 
73.0 
64.8 
65.9 
74.9 
80.0 
80.8 

81 
68 
54 
64 
66 
76 
88 

121.6 
131.6 
129.3 
134.4 
135.0 
141.8 
147.3 

89.4 
67.8 
46.7 
50.1 
64.5 
74.1 
85.8 

After  mid-1937,  improvement  in  business  slacked  abruptly.  Between 
1932  and  1937,  production  rose  71  per  cent,  but  unemployment  dropped 
only  40  per  cent.  Then,  between  1937  and  1938,  the  index  of  production 
fell  from  92  to  72  (1929  =  100),  wholesale  price  indexes  dropped  from 
86.3  to  78.6  (1926  —  100),  and  raw  crops  from  82.9  to  58.1  (1929—100). 
The  American  economy  moved  toward  another  downturn  of  the  business 
cycle. 

The  causes  of  the  "recession"  fell  into  five  categories.  First:  and  prob- 
ably most  important,  was  the  tapering  off  of  government  expenditures. 
These  had  been  undertaken  in  1933  as  temporary  emergency  measures  by 
an  administration  which  declared  itself  concerned  to  balance  the  budget. 
Government  spending  was  intended  merely  to  "prime  the  pump"  and  set 
the  frozen  economy  flowing  again.  Hence,  instead  of  the  estimated  $3-$4 
billion  which  the  government  had  added  to  national  income  during  1933- 
36,  government  expenditures  contributed  less  than  $1  billion  in  1937. 
Second:  After  August,  1936,  the  Federal  Reserve's  Board  of  Governors 
doubled  reserve  requirements  lest  monetary  inflation  follow  devaluing  of 
the  dollar.  Banks,  especially  in  New  York  and  Chicago,  took  this  for  a 
signal  to  contract  loans  and  investments.  Although  their  example  was  not 
generally  followed,  the  importance  of  those  centers  to  American  business 
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made  their  contraction  of  major  effect.  Third:  Inventories  had  been  accu- 
mulated against  further  rises  in  price,  hence  dealers  had  no  need  to  in- 
crease stocks.  Fourth:  Foreign  trade  did  not  increase,  so  that  declines  in 
agricultural  output  failed  to  drain  accumulated  surpluses.  Fifth:  Price 
levels  in  basic  commodities  like  steel,  cement,  and  building  materials  con- 
tinued unresponsive  to  changes  in  demand. 

Lag  in  investment  intensified  the  effect  of  these  factors  in  the  recession. 
Though  interest  rates  dropped  and  government  favored  an  easy  credit 
policy,  business  activity  did  not  expand.  Low  profit-anticipation  discour- 
aged growth:  reckoned  as  return  on  net  worth,  profits,  for  profitable  cor- 
porations, stood  at  5.6  per  cent  in  1938;  in  1929,  the  figure  was  7.1  per 
cent.  Leaders  in  the  business  community  feared  higher  taxes  and  new 
measures  to  curb  their  control  over  the  economy,  more  particularly  since 
the  administration  declared  itself  ready  for  experimentation.  Indeed,  in 
the  undistributed  profits  tax  of  1936,  it  had  vainly  attempted  to  force 
greater  distribution  of  corporate  income  in  dividends. 

Important,  too,  was  the  fact  that  the  decade  produced  no  new  industry 
with  the  economy-stimulating  character  of  railroad  building  or  automo- 
bile production.  Industries  which  did  appear  depended  on  subsidy,  like 
aviation,  or  created  fresh  problems:  thus,  increased  use  of  synthetic  fiber 
took  more  markets  from  cotton  and  so  worsened  the  position  of  cotton 
producers.  Other  innovations  had  but  limited  significance:  wide  accept- 
ance of  air-conditioning  and  mechanical  refrigeration  might  make  life 
more  comfortable,  but  it  could  widen  markets  for  capital  goods  to  but 
limited  extent. 

TABLE  29 

Gross  Private  Domestic  Savings  and  Investment;  Producers" 
Durables,  New  Private  Construction,  1929-39 


(Figures  in  billions) 

Savings: 

Investment: 

Producers' 

New  Private 

gross  private 

gross  domestic 

Durables 

Construction 

1929 

15.5 

15.8 

6.4 

7.5 

1930 

1L1 

10.2 

4.9 

5.3 

1931 

8.3 

5.3 

3.1 

3.4 

1932 

2.7 

0.8 

1.7 

1.4 

1933 

2.7 

1.3 

1.7 

1.0 

1934 

5.5 

2.8 

2.5 

1.2 

1935 

7.9 

4.1 

3.3 

1.6 

1936 

13.3 

10.5 

4.5 

2.4 

1937 

10.7 

11.4 

5.4 

3.2 

1938 

8.9 

6.3 

3.9 

2.9 

1939 

11.7 

9.0 

4.5 

3,6 
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Heavy  industry  continued  depressed,  therefore.  By  1935,  65  per  cent  of 
all  United  States  metal-working  equipment  was  10  years  old  and  reckoned 
obsolescent;  the  proportion  had  been  48  per  cent  in  1930  and  44  per  cent 
in  1925;  by  1940,  it  was  70  per  cent.  Table  29  shows  the  experience 
of  business  as  measured  by  savings,  investment.,  and  production  of  heavy 
goods.  While  in  no  previous  decade  had  net  capital  formation  increased 
by  less  than  10  per  cent,  the  years  1929-38  showed  an  increase  of  only 
3  per  cent.  Meanwhile,  employment  lagged,  as  did  production. 

Table  30  shows  the  movement  of  indexes  of  production,  employment, 
and  unit  labor  cost  in  manufacturing,  where  modern  methods  are  most 
evident,  and  data  most  easily  available. 

TABLE  30 
Production,  Employment  and  Unit  Labor  Costs,  1930-39 


Persons 

Production 

(1929-100) 
Employment 

Unit  Labor 
Cost 

Unemployed 
(  millions  ) 

1930 

85.0 

87.1 

95.2 

4.24 

1931 

72.0 

73.5 

85.1 

7.91 

1932 

54.1 

62.4 

78.0 

11.9 

1933 

62.8 

69.1 

72.1 

12.6 

1934 

69.6 

80.7 

83.8 

10.9 

1935 

82.8 

86.0 

80.9 

10.2 

1936 

96.7 

98.3 

80.2 

8.5 

1937 

103.3 

102.3 

89.7 

7.2 

1938 

81.0 

85.6 

87.7 

9.9 

1939 

102.5 

94.1 

81.3 

8.4 

Increased  bargaining  power  for  labor  may  have  made  for  higher  unit 
costs,  although  the  rapid  drop  in  the  first  years  of  the  decade  is  rather 
a  reflection  of  depression  changes  in  personnel  than  of  altered  efficiency. 
Wages  rose  faster  than  either  prices  or  production  after  1933.  Labor's 
share  in  the  national  income  varied  from  64.8  to  60.6  per  cent  between 
1934  and  1938,  declining  each  year;  between  1923  and  1929,  that  share 
had  moved  from  60.4  to  59.1  per  cent. 

The  years  1930-39  constituted  a  period  of  retarded  growth  unusual  for 
the  United  States  and  generally  foreign  to  the  experience  of  the  Atlantic 
World,  where  expansion  had  formed  tie  economic  pattern  since  1820.  De- 
spite a  population  increase  of  10  million,  American  industrial  activity  in 
1939  was  below  the  level  of  1929  and  9  million  were  still  unemployed.  To 
account  for  that  retardation,  economists  and  publicists  named  a  variety  of 
causes:  these  included  increased  bargaining  power  for  labor  and  the 
Roosevelt  administration's  hostility  to  business  leadership;  the  maturing 
of  the  American  economy;  the  inevitable  tendency  of  production  to  out- 
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run  the  absorptive  ability  of  buyers  in  the  framework  of  a  private  owner- 
ship money  economy;  and  the  breakup  of  the  system  of  free  international 
trade  which  had  flourished  while  Britain  was  the  dominant  factor  in  the 
world's  economic  life. 

Whether  or  not  its  policies  were  entirely  responsible  for  the  downturn, 
the  Roosevelt  administration  acted  on  the  New  Deal  premise  that  gov- 
ernment had  positive  responsibilities  to  further  the  general  welfare.  If 
attempts  to  decrease  government  spending  and  to  prevent  gold,  released 
by  devaluation  in  1934,  from  producing  inflation  had  provoked  the  re- 
cession, those  policies  could  be  reversed.  Accordingly,  the  RFC  was  au- 
thorized to  make  direct  loans  to  businessmen.  The  Board  of  Governors  of 
the  Federal  Reserve  System  lowered  reserve  requirements  and  released  the 
gold  it  had  thus  "sterilized."  The  federal  government  resumed  pump- 
priming  by  larger  appropriations  for  public  works  and  relief;  it  also  sought 
to  stimulate  residential  construction  through  both  FHA-insured  loans  and 
the  new  USHA  program  to  benefit  low-income  groups.  More  money  was 
also  devoted  to  tie  agricultural  program  and  this  was  directed  toward  in- 
suring farmers  "parity"  income  and  the  nation  an  "ever  normal  granary" 
to  be  kept  filled  by  government  loans  on  staple  products.  As  farmers 
would  not  sell  for  less  than  the  loan  value  of  their  crops,  that  would,  in 
effect,  set  the  minimum  price.  Since  a  price  was  guaranteed  and  the  gov- 
ernment also  planned  to  provide  storage  facilities,  farmers  would  continue 
to  produce  enough  to  meet  the  nation's  needs,  while  crops  in  government 
possession  through  loans  not  repaid  would  assure  supplies  and  keep  prices 
down  in  bad  crop  years.  The  effect  of  the  government's  releasing  its  hold- 
ings on  a  market  rising  too  rapidly  could  be  discounted,  for  agricultural 
producers  had  sufficient  legislative  representatives  to  prevent  any  such 
attack  on  prices,  as  would  be  graphically  demonstrated  in  1949-50,  when 
food  prices  continued  to  rise  despite  large  government  holdings  of  par- 
ticular commodities. 

POLITICAL  IMPACT 

The  Congressional  elections  of  1938  reflected  dissatisfaction  with  the 
halting  progress  of  recovery,  disturbance  over  the  implications  of  certain 
aspects  of  the  New  Deal,  and  division  within  the  Democratic  party.  For, 
by  1938,  the  conservative  South,  with  its  vested  interest  in  low  wages  and 
the  subordination  of  the  Negro,  was  an  uneasy  political  bedfellow  for  the 
urban  bosses  of  the  North  compelled  as  they  were  to  seek  labor  votes. 
President  Roosevelt  exerted  his  personal  influence  to  eliminate  from  Dem- 
ocratic primaries  certain  senators  and  representatives  who,  by  seniority, 
held  committee  chairmanships  which  enabled  them  to  block  measures  fa- 
vored by  the  administration.  President  Roosevelt's  influence  was  sufficient 
to  retire  the  chairman  of  the  House  Rules  Committee,  John  J.  O'Connor 
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of  New  York,  but  Southerners  were  less  responsive.  Senators  Tydings  of 
Maryland,  George  of  Georgia  and  Smith  of  South  Carolina  all  won  in  their 
primary  contests  to  retain  their  Senate  seats  and  their  committee  posts. 
Though  the  1938  returns  left  the  Democrats  with  majorities  in  both  houses, 
Republicans  increased  their  representatives  from  89  to  172  and  their  sena- 
tors from  15  to  23. 

After  1938,  the  New  Deal  slowed  down  until,  by  January,  1939,  the 
President  himself  declared  that  the  reform  phase  of  his  administration  had 
ended.  By  1937,  events  in  Europe  and  Asia  indicated  that  international 
problems  would  soon  thrust  issues  of  economic  conduct  and  control  from 
the  center  of  American  attention.  Meanwhile,  domestic  opposition  swelled. 
As  in  the  mid-20's,  an  administration  with  a  nominal  majority  found  itself 
halted  at  many  points  by  joint  action  between  the  opposing  party  and  its 
own  dissenters.  During  1937-52,  however,  the  dissenters  might  be  labeled 
agrarian  conservatives;  so  much  of  the  New  Deal  as  supported  prices  for 
agricultural  staples  they  endorsed,  but  they  opposed  innovations  in  taxa- 
tion, protection  of  civil  and  political  liberties,  or  plans  for  adding  to  per- 
manent federal  welfare  programs.  By  1939-40,  their  opposition  had  ended 
WPA  projects  for  workers  in  the  arts,  cut  appropriations  for  relief  and 
imposed  ideological  tests  for  relief  recipients,  and  checked  efforts  to  ex- 
tend TVA  organization  and  practice  to  power  and  irrigation  projects  in 
the  Far  West. 

Despite  rising  opposition  during  1937-38,  the  New  Deal  found  means  to 
give  government  support  to  the  economy.  No  administration  could  ignore 
the  breakdown  of  the  international  order  established  after  World  War  I. 
Rearmament  became  an  obvious  need.  But  rearmament  necessarily  meant 
government  orders  to  heavy  industry.  In  this  shape,  government  support 
of  the  economy— and  the  budgetary  deficits  that  entailed— roused  dimin- 
ishing opposition.  To  be  sure,  President  Roosevelt's  recommendation  of 
greater  arms  appropriations  in  January,  1938,  met  with  considerable  oppo- 
sition. Nevertheless,  by  May,  Congress  authorized  a  20  per  cent  increase 
in  naval  strength;  larger  army  appropriations  were  carried  with  relative 
ease,  for  the  European  situation  had  grown  more  threatening  with  Ger- 
many's annexation  of  Austria. 

While  the  Roosevelt  administration  sought  to  stimulate  economic  activ- 
ity by  government  spending  in  1938-39,  it  also  attacked  monopoly  through 
Congressional  investigation  as  well  as  prosecutions  under  the  antitrust 
laws.  In  1938,  Senator  O'Mahoney  sponsored  a  Monopoly  Inquiry  Act 
which  set  up  a  Temporary  National  Economic  Committee.  Three  sena- 
tors, three  representatives,  and  six  spokesmen  for  executive  agencies— the 
Departments  of  Justice,  Commerce,  Agriculture,  and  the  Treasury,  the 
SEC  and  the  FTC—made  up  the  Committee.  Its  investigation  was  to  be 
directed  toward  the  cause  of  prolonged  depression  and  unemployment, 
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and  the  relation  between  monopoly  controls  over  price,  if  those  existed, 
and  depression.  The  TNEC  carried  on  its  inquiries  for  three  years,  and 
heard  552  witnesses  from  95  industries.  Out  of  the  17,000  pages  of  their 
testimony  one  might  gather  a  "grand  assize"  of  American  economic  life  at 
the  end  of  the  1930's.  In  addition,  43  monographs  on  various  aspects  of 
concentration  of  economic  control  were  produced  under  TNEC  auspices. 
Nevertheless,  the  inquiry  failed  to  attack  the  problem  of  measuring  con- 
centration or  of  relating  concentration,  when  measured,  to  productive  ef- 
ficiency, to  the  distribution  of  income,  or  to  the  way  in  which  savings  pass 
from  hoard  to  investment.  Neither  did  the  Committee  attempt  to  evaluate 
antimonopoly  programs  of  the  past  or  to  describe  their  influence  on  the 
shape  which  concentration  of  economic  control  had  taken  in  the  United 
States. 

The  Committee  recommended  reform  of  the  patent  laws,  tax  revision  to 
favor  small  enterprises  and  new  businesses,  enforcement  of  the  antitrust 
laws,  and  federal  chartering  of  corporations  doing  business  on  a  nation- 
wide scale.  Congress  undertook  a  long-needed  revision  of  the  patent  laws, 
accordingly,  but  its  attention  was  soon  diverted:  in  the  desperate  needs 
of  war,  the  integrity  of  a  free  market  economy  seemed  a  secondary  con- 
sideration. Nor  was  the  TNEC  able  to  impress  its  results  or  its  objectives  on 
voters'  minds.  The  official  personnel  of  the  Committee  was  too  varied  for 
any  common  purpose.  Its  approach  lacked  cohesion  in  aim  and  method, 
therefore.  Its  general  counsel  was  not  able  to  keep  the  Committee's  doings 
at  the  forefront  of  public  attention.  Its  timing  was  singularly  ill-starred: 
with  world  conflict  brewing,  the  average  voter  could  spare  small  attention 
for  the  structure  of  the  economy. 

Although  the  TNEC  inquiry  evoked  relatively  little  remedial  legisla- 
tion, its  investigation  was  paralleled  by  Department  of  Justice  action  in 
the  courts.  Paradoxically,  the  new  series  of  prosecutions  was  initiated  by 
the  very  Thurman  Arnold  who  had  been  inclined  to  find  antitrust  laws 
part  of  the  Folklore  of  Capitalism,  Antitrust  proceedings  produced  a  num- 
ber of  consent  decrees— notably  one  by  which  the  principal  motion  pic- 
ture producers  agreed  to  divest  themselves  of  control  of  theaters— but  no 
marked  change  in  the  patterns  of  control  In  1933,  584  corporations  owned 
52.2  per  cent  of  total  corporate  assets  and  211,586  corporations  owned  1.4 
per  cent  of  such  assets.  Federal  Trade  Commission  investigations  in  1946- 
47  would  show  similar  relationships.  Nor  did  patent  law  revision  make 
patent  rights  contingent  upon  manufacture  and  use  of  the  goods  or  proc- 
esses patented. 

When  Congress  authorized  the  TNEC  investigation,  it  acted  under  ad- 
ministration prompting  in  the  shape  of  a  Presidential  message  of  April  29, 
1938.  In  that,  President  Roosevelt  declared  that  a  "concentration  of  pri- 
vate power  without  equal  in  history  is  growing."  Existing  antitrust  laws 
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were  antiquated  and  inadequate  to  the  task  of  halting  rigidity  in  prices. 
Yet  while  condemning  such  distortions  of  a  free  market  economy,  both 
the  states  and  the  federal  government  gave  countenance  to  such  practices 
as  price  fixing  by  manufacturers. 

Patent  medicine  makers  had  introduced  resale  price  maintenance  as 
early  as  1881  and  the  practice  spread  widely  among  other  producers  of 
trade-marked  merchandise.  The  Supreme  Court  found  most  such  plans  an 
abuse  of  freedom  of  contract,  however.  During  the  1920's,  observers  noted 
that  part  of  the  chain  distributors'  advantage  lay  in  lowered  costs  through 
large-scale  purchases.  Part  of  that  saving  was  passed  on  to  retail  buyers 
by  way  of  "specials"— offerings  of  widely-advertised  articles  at  a  price  the 
local  independent  dealer  could  not  meet.  With  the  onset  of  depression, 
price  became  a  prime  means  of  attracting  customers.  Between  1929  and 
1933,  chain  store  sales  rose  from  20  to  25.4  per  cent  of  the  total.  NRA 
codes  gave  impetus  to  such  countermeasures  as  bans  on  sales  below  cost- 
plus-a-percentage  "markup."  Certain  business  spokesmen  declared  that  the 
"ethical  and  moral"  bases  upon  which  business  rested  required  retailers 
to  "observe  and  maintain  the  wholesalers'  prices  whenever  the  wish  to 
have  this  done  is  indicated."  State  legislatures  acted  to  give  that  moral  im- 
perative the  force  of  law.  In  1931,  California  adopted  the  first  statewide 
"fair  trade"  law.  By  1939,  44  states  had  fair  trade  laws;  by  1940,  25  states 
had  fair  trade  practices  acts  which  banned  retail  sales  below  cost  and  even 
set  a  minimum  markup. 

Since  1914,  bills  to  legalize  resale  price  maintenance  had  been  brought 
before  Congress  but  not  until  1937— and  then  as  an  amendment  to  the 
District  of  Columbia  appropriation  bill— did  favorable  action  result:  the 
Miller-Tydings  Amendment  made  resale  price  maintenance  legal  in  states 
allowing  the  practice.  In  Old  Dearborn  Distributing  Company  v.  Seagram 
Distillers  Corporation  (299  U.S.  183, 1937),  the  Supreme  Court  found  the 
law  constitutional.  A  1951  decision,  however,  declared  the  most  effective 
form  of  price  maintenance  unlawful,  for  in  the  case  of  Calvert  and  Sea- 
gram Distillers  Corporation  v.  Schwegmann  Brothers  (341  U.S.  384),  the 
Court  ruled  that  state  fair  trade  laws  could  not  be  used  to  prevent  price 
cutting  by  those  merchants  who  had  not  signed  resale  price  maintenance 
agreements  with  manufacturers.  In  1952,  Congress  modified  the  effect  of 
this  decision  and  permitted  states  to  enforce  retail  price  maintenance  on 
even  unwilling  merchants. 

While  the  Miller-Tydings  Amendment  made  state  fair-trade  laws  effec- 
tive and  so  lessened  the  chain  stores*  powers  to  cut  prices  on  advertised 
merchandise,  the  Robinson-Patman  Act  of  1936  attacked  chain  store  buy- 
ing power.  Amending  the  Clayton  Act,  the  measure  attempted  to  protect 
wholesalers  against  chain  and  mail-order  enterprises  buying  directly  from 
the  manufacturer,  and  to  prevent  secret  rebates  in  guise  of  brokerage,  ad- 
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vertising  allowances  or  abuse  of  discounts.  It  also  attempted  to  protect 
sellers  against  the  power  of  large  buyers  by  giving  the  Federal  Trade 
Commission  the  power  to  limit  quantity  discounts  when  only  a  restricted 
number  of  recipients  were  eligible  to  receive  them. 

Paradoxical  though  it  might  seem  for  Congress  to  oppose  monopoly  and 
price  rigidity  on  the  one  hand  and  favor  retail  price  maintenance  and  spe- 
cial care  for  one  type  of  distributor,  the  wholesaler,  on  the  other,  incon- 
sistency diminishes  when  one  regards  such  laws  as  part  of  an  effort  to 
establish  the  plane  of  competition.  Thus,  it  was  illegal  for  a  retailer  to 
compete  by  use  of  a  trademarked  article  as  bait  to  draw  customers;  the 
large  purchaser  for  resale  might  not  improve  his  competitive  position  as 
a  seller  by  bringing  undue  economic  pressure  against  suppliers  with  less 
economic  power. 

Similarly  directed  to  the  plane  of  competition  were  three  lesser  meas- 
ures of  the  second  Roosevelt  administration.  By  a  law  of  1936,  standards 
for  agricultural  commodities  not  covered  by  the  Grain  Standards  and 
Warehouse  Act  of  1916  or  the  Naval  Stores  Act  of  1923  might  be  set  by 
the  Secretary  of  Agriculture,  to  become  effective  upon  approval  of  two- 
thirds  of  the  producers  of  those  commodities.  In  1936,  the  Commodity 
Exchange  Act  carried  that  further  by  requiring  traders  to  deal  in  specified 
agricultural  products  according  to  the  standards  set  by  the  Department 
of  Agriculture.  Since  passage  of  the  first  Pure  Food  and  Drugs  Act  in 
1906,  efforts  to  plug  its  many  loopholes  and  deficiencies  had  been  in 
vain.  Numerous  deaths  from  sulfanilamide,  a  new  drug  prepared  in  an 
inadequately-tested  solvent  agent,  finally  broke  through  the  opposition  of 
organized  patent  medicine  vendors.  Enforcement  of  the  Food,  Drug  and 
Cosmetic  Act  of  1938  was  postponed  until  1940  to  give  producers  and  the 
Food  and  Drug  Administration  time  for  adjustment.  The  new  law  forbade 
traffic  in  all  foods  injurious  to  health,  not  merely  those  to  which  harmful 
substances  had  been  added.  The  Secretary  of  Agriculture  was  permitted 
to  prescribe  standards  for  identity,  quality,  and  fill  for  all  food  products. 
Factories  making  food,  drugs,  or  cosmetics  for  interstate  shipment  were 
to  be  inspected.  No  new  drugs  were  to  be  offered  for  general  sale  until 
they  had  been  tested  and  found  harmless  when  properly  used.  For  the 
first  time,  therapeutic  devices  and  cosmetics  were  brought  under  federal 
authority.  All  drugs  and  cosmetics  were  required  to  bear  informative 
labels  indicating  possible  danger  from  prolonged  unsupervised  use.  Power 
to  enforce  was  strengthened  by  increasing  penalties  from  a  maximum  $200 
in  fines  to  $1,000  fine  and  a  year  in  jail.  Secondly,  penalties  were  imposed 
for  violations  committed  innocently,  thus  removing  lack  of  "intent*7  a 
loophole  which  had  allowed  nostrum  vendors  to  flourish.  In  1938,  too,  the 
Wheeler-Lea  Act  broadened  FTC  jurisdiction  to  include  false  and  mis- 
leading advertisements  of  drugs,  cosmetics,  and  therapeutic  devices  offered 
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for  sale  in  interstate  commerce;  the  Commission  might  now  act  upon  com- 
plaints by  consumers  as  well  as  by  injured  competitors.  Another  measure 
for  consumer  protection,  also  entrusted  to  the  FTC  for  enforcement,  was 
the  Wool  Products  Labelling  Act  of  1939.  This  required  that  all  woolen 
merchandise  be  labelled  to  show  the  percentage  of  new,  reprocessed,  or 
reused  wool  and  of  adulterating  material  in  a  given  fabric  as  well  as  the 
name  or  registered  number  of  the  manufacturer  or  distributor. 

A  second  set  of  important  measures  passed  in  1939  and  1940  dealt  with 
administration  and  political  conduct.  Since  the  futile  investigation  con- 
ducted under  the  Taft  administration,  political  scientists  and  Presidents 
had  stressed  the  need  for  reorganization  of  the  executive  departments.  By 
June,  1932,  President  Hoover  won  Congress  to  permit  him  to  reorganize 
government  agencies,  subject  to  Congressional  approval.  When  Hoover 
put  his  plans  before  Congress,  he  was  a  defeated  candidate,  and  the  legis- 
lature disallowed  his  projects  accordingly.  After  1936,  President  and  Con- 
gress returned  to  the  problem.  Special  committees  were  organized  by  both 
houses  of  Congress  and  by  the  Committee  on  Administrative  Manage- 
ment, a  body  of  experts  chosen  by  the  President  In  1937,  the  Committee 
proposed  broad  changes,  including  two  new  Cabinet  Departments- 
Public  Works  and  Social  Welfare-application  of  civil  service  to  all  gov- 
ernment employees  except  policy-making  officials,  and  wide  new  power  for 
the  President.  Unless  Congress  disapproved,  the  President  might  rear- 
range, consolidate,  or  abolish  lesser  federal  agencies.  In  recognition  of 
the  new  responsibilities  given  the  Executive,  the  Committee  suggested 
that  the  President  have  six  administrative  assistants  and  that  civil  service 
and  the  budget  be  placed  within  the  scope  of  this  enlarged  Executive 
Office. 

Not  until  1939,  after  three  rebuffs,  did  both  houses  finally  agree  to  allow 
the  President  to  conduct  reorganization  and  then  only  as  a  temporary 
measure.  For  two  years,  Congress  empowered  the  President  to  reorganize 
.lesser  government  offices— agencies  like  the  ICC,  the  Federal  Deposit  In- 
surance Corporation,  the  National  Labor  Relations  Board,  and  the  Civil 
Service  Commission  were  excepted— but  it  reserved  the  right  to  veto 
his  action  within  a  60-day  period.  Before  more  than  minor  aspects  of  such 
a  limited  reorganization  could  be  completed,  war  emergency  added  new 
agencies  to  the  bureaus  and  administrative  bodies  authorized  to  issue  reg- 
ulations and  directives  carrying  out  the  intent  of  legislation.  Government 
reorganization  thus  became  a  problem  of  but  uncertain  importance  in  a 
confused  postwar  world. 

Greatly  increased  scope  of  government  action  and  swelling  federal  pay- 
rolls-federal employees  increased  from  583,000  in  1932  to  920,000  in  1939 
—made  the  political  behavior  of  government  employees  of  unusual  sig- 
nificance. In  1938,  the  President  put  first-,  second-,  and  third-class  post- 
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masters  under  civil  service,  except  for  reappointment  of  incumbents.  The 
Hatch  Acts  of  1939  and  1940  struck  at  practices  long  prevalent  in  practical 
politics:  coercion,  subtle  or  otherwise,  to  extract  contributions  to  cam- 
paign funds  from  government  employees  and  use  of  such  employees  to 
man  political  machines.  The  Hatch  Act  of  1939  forbade  federal  employees 
to  intimidate  voters  or  make  promises,  to  furnish  relief  lists,  interfere  with 
nominations  for  federal  offices  or  solicit  funds.  In  1940,  Congress  adopted 
two  other  statutes  regarding  the  conduct  of  politics.  One  law  limited  con- 
tributors to  campaign  funds  to  gifts  of  $5,000.  A  second  Hatch  Act  ex- 
tended the  provisions  of  the  1939  law  to  cover  state  employees  paid  wholly 
or  in  part  out  of  federal  funds.  Since  federal  grants-in-aid  maintained  an 
increasing  number  of  state  employees,  if  the  law  were  enforced,  only  local 
government  workers  could  serve  machine  politics  without  hindrance. 

CRITIQUE  OF  THE  NEW  DEAL 

The  economic  consequences  of  the  New  Deal  were  not  easily  measured. 
The  percentage  of  national  income  going  to  the  highest  1  per  cent  of  in- 
come recipients  was  16.4  in  1926,  15.0  in  1929,  14.5  in  1936,  13.3  in  1937. 
What  relation  that  might  bear  to  the  lag  in  investment,  to  increased 
bargaining  power  for  labor,  to  the  establishment  of  wage  and  hour  stand- 
ards, to  the  persistence  of  unemployment,  to  revision  of  fiscal  policy  is  not 
readily  ascertained.  Clearer  is  the  failure  of  New  Deal  effort  to  promote  a 
sharp  spurt  in  economic  revival.  Low  interest  rates,  special  credit  facili- 
ties, and  an  easy  money  policy  offered  funds;  but  new  investment  oppor- 
tunities simply  did  not  emerge.  Perhaps  this  was  due  to  a  "strike  of  capital" 
as  some  commentators  seemed  to  believe;  perhaps  it  was  due  to  a  general 
wane  of  confidence  that  was  true  not  only  of  America  but  of  the  West- 
ern world  generally.  In  summary  form,  Table  31  shows  the  experience 
of  the  1930's;  1926  and  1929  are  used  for  comparison.  As  can  be  seen, 
neither  savings  nor  investments  kept  pace  with  growth  during  the  1920s. 

It  is  true  that  by  1937  and  again  by  1939,  the  country  had  recovered 
much  of  the  position  lost  as  a  result  of  the  depression  in  terms  of  its  na- 
tional income.  From  the  low  of  $40  billions  reached  in  1932,  national  in- 
come went  up  to  $71.2  billions  in  1937;  and  after  the  recession  of  that 
year,  national  income  was  restored  to  $69.4  billions  in  1939.  But  this  did 
not  bring  the  country  back  to  where  it  had  been  before  the  depression 
had  set  in;  the  reasons  were  that  the  population  had  increased  by  ten 
millions  in  the  decade  since  1929  and  that  the  productivity  of  the  nation's 
industrial  plants  had  also  improved.  That  is  to  say,  if  the  recovery  had 
been  complete  and  full  use  of  th£  nation's  manpower  and  resources  had 
been  made,  the  real  income  should  have  been  in  the  neighborhood  of  at 
least  $100  billions. 
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TABLE  31 
Capital  Formation  and  Savings,  1926,  1929,  1930-39 

( All  ;figures  in  billions  of  dollars ) 

Gross  Capital  Producers' 

Formation  Net  Savings  Durables 


1926 

19.0 

2.22 

9.12 

1929 

20.3 

2.39 

10.15 

1930 

13.7 

-4,95 

8.34 

1931 

8.5 

-7.78 

5.12 

1932 

3.1 

-8,44 

2.79 

1933 

3.7 

—2,48 

2.37 

1934 

5.5 

—0.82 

3.43 

1935 

9.4 

0,37 

4.34 

1936 

13.8 

1.15 

5.78 

1937 

17.5 

0,94 

7,57 

1938 

12.7 

-1.28 

5.38 

1939 

15.6 

0.82 

6.13 

The  fiscal  consequences  of  the  New  Deal  were  notable.  Three  revenue 
acts  sought  to  meet  the  costs  of  the  administration  program.  In  1935, 
income  and  corporation  taxes  were  increased,  especially  on  higher-bracket 
incomes;  gift  and  estate  taxes  also  were  raised  and  loopholes  in  the  tax 
regulations  plugged.  The  revenue  act  of  the  following  year  incorporated 
an  innovation,  a  special  tax  on  profits  earned  and  retained  rather  than 
distributed  in  dividends.  Opposition  to  this  measure  was  so  intense 
that  it  was  repealed  by  the  Revenue  Act  of  1938  which  also  eased  taxa- 
tion on  gifts,  capital  gains,  and  estates.  While  the  New  Deal  raised  tax 
rates  on  large  incomes,  it  also  sought  new  revenue  from  lower-income 
groups  through  increased  use  of  excises:  repeal  of  Prohibition  made 
liquor  and  beer  produce  government  revenue  again;  manufacturers' 
excises  were  levied  on  a  variety  of  goods.  In  1928,  taxes  on  incomes, 
tobacco,  and  imports  contributed  only  58  per  cent  of  government  revenue; 
in  1938,  they  supplied  95  per  cent.  Nevertheless,  though  federal  taxes 
increased,  deficits  were  incurred  at  the  rate  of  $2.77  billion  a  year  during 
1932-38,  and  federal  debt  rose  constantly.  To  be  sure,  public  works  which 
constituted  part  of  the  nation's  wealth  offset  some  of  that  debt,  and  a 
share  might  be  attributed  to  the  needs  of  national  defense.  Furthermore, 
the  debt  load  was  easier  to  carry  because  interest  rates  had  fallen;  the 
federal  government  paid  2.5  per  cent  for  money  in  1941;  in  1929,  the  rate 
was  3,6  per  cent.  Banks  held  more  than  half  this  debt  moreover-56  per 
cent  in  1941— a  fact  which  made  for  rather  rigid  interest  rates  and  infla- 
tionary potentialities  in  the  decade  to  come.  Table  32  shows  the  course 
of  fiscal  policy  in  the  period  1930-39: 


CHALLENGES  TO  THE  NEW  DEAL  451 

TABLE  32 
Federal  Spending,  Taxes,  Deficits,  and  Debt,  1980-39 


Federal  Taxes 

Federal 

as  a  Percentage 

Federal 

Federal 

Expenditures 

of  National  Income 

Deficit 

Debt 

($bill) 

(approx.) 

($bill.) 

(Sbill.) 

1930 

3.15 

5.1 

0.738 

15.39 

1931 

3.56 

5,1 

-0.552 

17.09 

1932 

4.64 

4.5 

—2.73 

18.71 

1933 

4.61 

4.2 

—2.6 

21.02 

1934 

7.36 

5.8 

—4.31 

23.08 

1935 

9.73 

6.4 

—6.01 

25.96 

1936 

9.09 

6.0 

—5.03 

29.47 

1937 

7.75 

7.2 

—2.78 

31.3 

1938 

6.87 

9.3 

—1.36 

32.6 

1939 

8.36 

10,2 

—3.37 

34.7 

The  operations  of  deficit  financing  functioned  in  this  fashion.  The  New 
Deal  was  spending  large  sums  of  money.  Government  bonds,  bills,  and 
notes  for  these  sums  flowed  into  the  banks.  The  Board  of  Governors  of 
the  Federal  Reserve  System  then  followed  a  cheap  money  policy.  They 
bought  government  bills  and  notes,  and  this  led  to  an  increase  in  the 
reserves  of  the  member  banks.  Member  bank  reserves  also  grew  through 
the  inflow  of  gold  from  abroad.  By  these  processes,  the  base  of  the  credit 
pyramid  was  expanded.  It  was  hoped  that  increased  reserves  would  lead 
to  increased  bank  deposits  (as  a  result  of  commercial  loans  made  by 
banks);  and  that  increased  deposits  would  lead  to  an  expansion  of 
employment  and  therefore  greater  spending. 

But  it  did  not  work  out  that  way.  Deposits  did  grow  because  of  govern- 
ment deficit  financing.  The  banks,  however,  showed  their  increasing 
deposits  in  their  investment  portfolios  rather  than  their  loan  portfolios. 
They  were,  in  other  words,  maintaining  themselves  in  an  amazingly 
liquid  form;  and  the  first  hint  of  contraction  of  business  encouraged  them 
to  liquidate  their  loans  and  discounts.  Also,  government's  unbalanced 
budget  and  its  taxation  of  corporate  profits,  without  making  due  allow- 
ances for  losses,  led  to  a  growing  conservatism  on  the  part  of  businessmen 
as  far  as  the  inception  of  risk-taking  enterprise  was  concerned.  It  may  be 
said,  very  properly,  that  there  was  a  strike  of  capital—but  this  was  not 
due  so  much  to  political  hostility  as  it  was  to  the  uncertainties  and  the 
fears  possessing  business.  The  New  Deal,  in  other  words,  appeared  to  be 
incapable,  by  its  fiscal  policy,  of  restoring  that  confidence  in  the  business 
community  that  was  really  the  basis  of  a  genuine  revival. 

The  key  to  the  New  Deal  successes  was  therefore  this:  it  was  to  be 
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found  not  nearly  so  much  in  new  capital  borrowings  by  business  or  in 
any  real  expansion  in  bank  credit.  It  was  due  largely  to  deficit  financing; 
and  when  New  Deal  spending  slowed  down—as  happened  from  mid- 
summer 1937  to  late  spring  1938— then  a  real  business  recession  set  in. 


Marcus  in  the  New  York  Times 

"Easter  bunnies;  But  professor!  How  am  I  going  to  feed  'em  all?" 

Only  the  resumption  of  a  spending  policy  on  the  part  of  the  New  Deal 
made  possible  the  revival  of  the  summer  of  1938.  And  the  great  war 
expenditures  that  began  to  appear  with  1940  accounted  for  the  impressive 
increases  in  industrial  production  and  national  income  and  for  the  elim- 
ination of  unemployment. 
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There  was  no  doubt  that  the  New  Deal  had  come  to  grips  with  a  series 
of  important  and  pressing  problems.  From  the  social  point  of  view,  its 
accomplishment  had  been  significant:  it  had  sought  to  end  insecurity  and 
it  had  helped  the  American  labor  movement  to  mature.  From  the  eco- 
nomic point  of  view,  its  programs  had  resulted  in  the  raising  of  quite  as 
many  questions  as  it  had  sought  to  answer.  It  was  in  the  political  sector, 
however  that  New  Deal  planning  had  stepped  out  boldly  into  the  un- 
known, with  what  consequences  to  the  traditional  American  way  of  life 
it  was  hard  to  measure. 

For  the  New  Deal  had  parted  completely  with  the  nineteenth  century 
conception  of  the  laissez-faire,  or  passive,  state;  Americans  were  fully 
launched  on  the  experiment  of  state  capitalism.  The  depression  of  1930 
and  after  had  persuaded  New  Deal  theoreticians  that  capitalism's  prog- 
ress in  the  United  States  had  slowed  down,  if  it  had  not  ceased  altogether. 
Now  the  state  had  to  assume  positive  functions.  Accordingly,  its  role  as 
umpire  was  magnified  and  extended  into  other  regions— as  in  the  case 
of  the  establishment  of  the  National  Labor  Relations  Board  and  the 
Securities  and  Exchange  Commission.  Its  social-service  functions  were 
expanded,  particularly  in  the  handling  of  the  problems  of  the  unem- 
ployed, the  unemployables,  and  other  dependents. 

Nor  was  this  all  Under  the  New  Deal  the  state  began  to  initiate 
projects  and  undertakings  of  a  distinctly  economic  character.  The  national 
state,  in  short,  was  beginning  to  take  on,  in  many  domains,  the  essential 
color  of  private  enterprise.  It  borrowed  money,  not  alone  for  the  main- 
tenance of  the  traditional  civil  and  military  establishments  of  govern- 
ment, but  also  for  the  purposes  of  buying  and  selling  commodities, 
processing  goods,  creating  electric  power  and  light,  dealing  in  real  estate, 
engaging  in  warehousing,  the  banking  business,  and  the  shipping  and 
railroading  businesses.  It  set  up  corporations  and  corporate  agencies 
which  possessed  charters,  directors,  assets,  thousands  of  employees,  and 
industrial  and  mercantile  policies,  As  in  big  business,  there  were  inter- 
locking directorates  and  the  shifting  of  funds. 

This  was  a  startling  transformation;  and,  for  many  Americans,  it  raised 
disquieting  problems.  Even  before  our  entry  into  World  War  II,  there 
were  at  least  fifty  such  New  Deal  corporations  and  corporate  agencies 
which  were  in  or  could  go  into  business.  Some  were  created  by  Congress, 
some  by  Presidential  order,  some  by  departmental  decision  alone.  Often 
they  were  run  by  Cabinet  officers  who,  in  the  nature  of  things,  were 
compelled  to  delegate  power  to  anonymous  lesser  officials.  The  pattern 
was  too  complex  and  too  obscure  for  popular  control. 

To  whom,  in  the  final  analysis,  were  these  Executive  agencies  to  be 
responsible?  To  Congress?  But  Congress  did  not  possess  until  the  late  40*s 
a  machinery  sensitive  enough  for  their  surveillance.  Its  committee  system 
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had  been  laid  out  for  a  simpler  day;  and  to  keep  track  of  all  the  Executive 
agencies  required  a  functionary  group  quite  as  complex  as  that  already 
managing  the  new  authorities  and  offices.  By  what  tests  was  the  worth  of 
these  new  public  bodies  to  be  measured?  By  those  of  private  business? 
But  the  New  Deal  authorities  and  offices  did  not  need  to  enter  the  money 
market  for  fresh  funds;  they  did  not  need  to  conserve  assets;  they  were 
not  called  upon  to  present  favorable  profit-and-loss  statements.  Wage 
policies  were  fixed  by  statute  and  not  by  the  competition  of  the  market 
place. 

How— most  important  of  all— were  the  functionaries  to  be  prevented 
from  expanding  their  authority?  For  here  lay  the  real  danger  of  a  bu- 
reaucracy: that  it  tended  to  associate  its  own  well-being  with  the  general 
welfare.  This  was  one  of  the  vexing  problems  the  New  Deal  had  created. 
It  was  not  possible  to  dismiss  it  lightly  or  to  seek  to  disguise  its  perils 
by  referring  to  the  new  state  as  the  "social-service  state."  Even  as  the  war 
progressed,  the  question  of  this  new  American  bureaucracy  could  not  be 
downed,  and  it  was  one  of  the  important  reasons  for  the  increasingly 
hostile  tone  that  Congress  took  toward  the  President 

During  the  later  years  of  the  Roosevelt  administration,  however,  these 
critical  questions  were  latent,  if  not  far  below  the  surface.  The  country's 
response  to  unrest  abroad  was  absorbing  more  and  more  the  attention  of 
all  parties. 


CHAPTER  21 


THE  AMERICAN  SCENE 
IN  THE  30's 

THE  TEMPER  OF  THE  TIME 

T  *  7ITH  THE  COLLAPSE  of  prosperity,  the  complacent  expansive- 
V  V  ness  of  most  Americans  dissolved  into  concern  for  the  future.  The 
impact  of  depression  struck  white  collar  employees  and  the  dependent 
middle  class  in  their  aspirations  as  well  as  in  their  jobs  and  their  income. 
Their  hopes  for  wealth  went  glimmering  with  the  end  of  the  Big  Bull 
Market,  their  savings  in  banks  and  homes  were  threatened.  Belief  in  the 
possibility  of  indefinite  economic  expansion  dwindled.  The  "passing  of 
the  frontier"  entered  the  vocabulary  of  politics,  and  an  increasing  number 
of  Americans  accepted  the  contention  that  they  were  living  in  a  mature 
economy.  Such  a  view  seemed  the  more  evident,  for  Americans  as  a 
people  were  growing  older.  Since  1900,  the  median  age  of  the  population 
as  a  whole  had  risen  about  four  years;  the  expectation  of  life  at  birth 
was  18.3  years  greater  than  it  had  been  in  1911.  The  pattern  of  age  dis- 
tribution changed,  the  more  particularly  since  the  rate  of  population 
growth  slowed.  During  the  1930's,  the  net  reproduction  rate  fell  below 
the  level  needed  to  maintain  a  stationary  population.  With  nearly  a 
quarter  of  its  people  45  years  old  or  more,  the  United  States  might 
reasonably  consider  itself  mature  in  1930. 

The  crash  of  1929  helped  critics  of  industrialism  win  new  audiences. 
Lewis  Mumford,  as  a  humanist,  attacked  the  increasing  preoccupation 
with  "making  goods  and  money"  and  urged  greater  appreciation  of  non- 
material  values.  More  thorough-going  were  the  Southern  contributors 
to  I'll  Take  My  Stand,  a  volume  of  essays  appearing  in  1930.  They  called 
for  a  national  agrarian  movement  to  make  the  world  safe  for  farmers.  As 
a  concrete  method  for  meeting  the  situation,  I'll  Take  My  Stand  suggested 
secession  from  the  modern  world  and  a  return  to  animal-powered  sub- 
sistence farming.  In  appeal  for  the  South  at  least  to  renounce  the  flesh- 
pots  of  industrialism,  other  contributors  to  the  volume  counselled  renewed 
acceptance  of  tradition.  John  Gould  Fletcher,  for  instance,  urged  that 
American  education  return  to  the  profound  philosophy  inherent  in  such 
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European  systems  as  the  Prussian;  Americans  should  recognize  that  "in 
life  or  in  education"  the  inferior  should  "exist  only  for  the  sake  of  the 
superior."  And  Allen  Tate  found  that  the  South's  great  need  was  a  religion 
that  would  make  its  "special  secular  system  the  inevitable  and  perma- 
nently valuable  one." 
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While  some  thus  sought  religious  faith  to  support  their  own  social 
preposessions,  others  found  satisfaction  in  the  faiths  of  their  fathers  or 
in  new  religious  affiliations.  The  religious  census  of  1936  showed  256 
religious  bodies  in  the  United  States  with  a  membership  of  55.8  million; 
a  decade  earlier,  there  had  been  213  denominations  counting  54.5  million 
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members.  Churches  reported  diminished  attendance  for  all  their  growth 
in  membership,  yet  cults  of  all  persuasions  flourished— from  the  theatrical 
"evangelism"  of  Aimee  Semple  McPherson  to  Dr.  Frank  Buchmans  gen- 
teel "Oxford  Group"  movement.  Novels  like  those  of  Lloyd  Douglas  sold 
widely.  Affirmations  of  faith  like  Henry  C.  Link's  Return  to  Religion 
initiated  a  vogue  for  books  seeming  to  offer  faith  and  psychiatric  advice 
in  one  tidy  package.  These  books  and  their  even  more  generally  read 
successors  of  the  40's,  were  animated  by  a  pragmatism  which  might 
have  shocked  other  generations.  For  they  answered  the  question  "how 
can  religion  make  my  earthly  life  more  tolerable?"  not  "how  shall  I  fulfil 
my  duty  to  God?" 

Curiously  enough,  although  an  increasing  proportion  of  Americans 
cherished  security  as  an  economic  and  psychological  ideal,  gambling 
became  more  respectable.  Need  for  revenue  bore  down  opposition  on 
moral  grounds;  thus  states  with  legal  race-track  betting  increased  from 
six  to  twenty-one  between  1929  and  1937.  Theaters  bolstered  weak  movies 
with  lotteries  in  the  form  of  "bank  nights";  benevolent  societies  and 
churches  used  "bingo"  games  to  increase  their  funds;  chain  letters  drew 
dimes  from  the  gullible;  and  the  lottery  known  as  the  "numbers  game" 
became  a  major  racket  As  well-founded  economic  optimism  diminished, 
childish  readiness  to  seek  something  for  nothing  increased. 

Organs  of  public  opinion  during  the  30's  moved  along  familiar  lines. 
Consolidation  continued  until  chains  controlled  one-third  of  the  nation's 
newspaper  circulation;  87  per  cent  of  towns  with  less  than  100,000  people 
had  but  one  newspaper.  The  number  of  cities  of  more  than  100,000  people 
with  only  a  single  newspaper  increased  from  eight  in  1930  to  twenty-five 
in  1940.  As  depression  and  the  New  Deal  brought  economic  issues  to  the 
forefront  of  political  attention,  newspaper  partisanship  reappeared.  In- 
creasingly, editorials  spoke  for  the  Republican  party.  From  1912  to  1932, 
55  to  65  per  cent  of  the  press  had  been  Republican;  the  proportion  was 
63  per  cent  in  1936  but  rose  to  75  per  cent  in  1940.  Contrary  election 
returns,  however,  indicated  a  lack  of  response  to  newspaper  guidance. 

Notable  among  periodical  innovations  of  the  period  were  the  digest, 
the  picture  magazine,  and  the  "comic  book."  The  Readers  Digest,  which 
began  obscurely  in  1932,  by  1940  had  won  an  audience  of  three  million 
for  its  variations  on  a  few  simple  themes:  illness  could  be  cured  by  new 
magic  remedies;  happiness  in  poverty  was  possible;  great  adventure  lay 
just  beyond  one's  door.  Henry  Luce  transformed  Life  from  an  anemic 
humorous  weekly  into  an  amazingly  successful  picture  magazine:  Life's 
political  materials  were  frequently  naive,  but  science,  music  and  fine-arts 
articles  were  mature  and  filled  the  gap  left  by  the  vanishing  "quality" 
magazines.  Photography,  itself,  assumed  new  importance  during  these 
years.  Before  the  facts  of  the  30's»  all  the  theories  seemed  false  and  all 


458  ECONOMIC  ADJUSTMENT 

the  remedies  futile.  In  an  effort  to  see  itself  as  it  was,  America  took  to  the 
camera.  History  in  pictures— with  acid  captions  supplying  the  point- 
showed  its  possibilities  in  1933  when  Lawrence  Stallings  published  The 
First  "World  War.  Margaret  Bourke-White's  You  Have  Seen  Their  Faces 
recorded  the  physical  aspect  of  the  sharecropper's  life;  in  Let  Us  Now 
Praise  Famous  Men,  James  Agee  used  similar  work  by  Walker  Evans  as 
point  of  departure  for  verbal  portraits  of  the  plight  of  the  southern  land. 

While  pictures  spoke  graphically  in  magazine  and  newspaper,  even  the 
picture  magazines  were  too  literate  for  some  readers.  Their  needs  were 
met  by  the  comic  books,  which  appeared  in  the  30's.  From  mere  compila- 
tions of  newspaper  strips  these  developed  into  independent  adventure 
stories  told  in  garish  drawing  and  a  minimum  of  frequently  badly  written 
text.  Parents  and  teachers  were  troubled  about  their  effect  on  children, 
but  soon  seized  upon  the  vehicle's  potentialities  for  giving  sound  informa- 
tion in  painless  form.  Actually,  since  the  comic  books*  material—chase, 
mystery,  and  sadistic  struggle— was  directed  to  adolescents  and  adults, 
their  popularity  (49.23  million  were  sold  each  week  in  1949-50)  should 
have  made  educators  wonder  about  the  character  of  the  literacy  they 
were  so  proud  of  imparting. 

During  the  1930's,  radio  offered  newspapers  and  magazines  genuine 
competition  for  the  advertiser's  dollar.  By  1939,  broadcasting  stood  second 
to  newspapers  in  volume  of  advertising.  Radio  broadened  its  news  cover- 
age during  the  decade,  and  controversy  made  itself  heard.  In  discussion 
with  the  Federal  Communications  Commission,  however,  the  National 
Broadcasting  Company  contended  that  "the  amount  of  freedom  of  speech, 
if  any"  to  be  allowed  by  broadcasters  was  entirely  a  matter  of  the 
licensee's  personal  preference.  Nevertheless,  a  certain  range  of  opinion 
was  heard  on  the  radio,  although  the  "commentator"  was  not  to  have 
his  full  bloom  until  the  next  decade.  Broadcasting  brought  fine  perform- 
ances of  classical  music  to  those  with  suitable  receivers;  but,  even  when 
dispute  with  organized  writers  and  publishers  of  popular  songs  left  the 
field  open  for  what  talent  the  radio  industry  could  assemble,  broadcast- 
ing made  no  creative  contribution. 

Curiously  enough,  broadcasting,  which  had  diminished  the  market  for 
phonographs  and  records  during  the  1920's,  contributed  toward  its  ex- 
pansion in  the  next  two  decades.  Cheap  portable  record  players  enabled 
consumers  to  hear  music  of  their  choice  rather  than  the  broadcasters'. 
The  coin-operated  phonograph  (juke  box)  extended  that  same  liberty 
of  choice  to  bars,  drug  stores,  restaurants,  and  other  places  of  public 
resort  For  economy,  radio  stations  themselves  offered  programs  of  re- 
corded music  interspersed  with  advertising  and  comment  "Disc  jockeys," 
as  the  men  who  supplied  that  comment  came  to  be  known,  won  popu- 
larity on  their  own  account  By  the  50's,  many  of  these  had  given  over 
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concern  with  records  for  their  own  opinions  on  the  world  in  general. 
In  the  hours  after  midnight,  particularly,  the  air  resounded  with  the 
pontifications  of  disc  jockeys  and  the  celebrities  they  interviewed. 

As  the  organs  of  public  opinion  tended  to  become  fewer  and  less 
representative  of  their  audiences,  measuring  public  opinion  became  a 
separate  business.  Radio  advertisers  were  especially  interested  in  ascer- 
taining the  effect  of  their  efforts.  To  find  out  how  many  people  listened 
to  a  given  program,  organizations  sampled  potential  audiences  by  tele- 
phone or  personal  interview.  Other  advertisers  adopted  and  adapted  the 
technique.  To  publicize  their  services  and  increase  their  sales,  testing 
groups  applied  similar  sampling  methods  and  sought  to  discover  what 
opinions  were  held  on  current  issues,  Presidential  elections  particularly. 
The  "polls'*  were  to  be  somewhat  discredited  by  the  outcome  of  the 
election  of  1948,  but  the  derided  "pollsters"  could  retort  that  they  had 
more  to  boast  than  the  newspapers:  they  tried  only  to  record  opinion 
while  the  latter  had  vainly  attempted  to  mold  it. 

THE  NEW  LEISURE 

To  ease  the  impact  of  depression  unemployment,  many  enterprises 
undertook  part-time  operations.  NRA  codes  set  a  40-hour  work-week 
standard  and  the  Fair  Labor  Standards  Act  of  1938  looked  toward  that 
as  its  goal,  although  it  assumed  that  the  48-hour  work  week  was  current. 
As  a  result,  more  people  had  more  time  to  give  to  recreation  and  other 
leisure  activities.  Work  relief  administrators,  moreover,  found  many  com- 
munities ready  to  sponsor  such  recreational  facilities  as  swimming  pools 
and  playgrounds.  Participant  sports  won  new  players  from  the  new  leisure. 
Bowling,  fishing,  softball  attracted  their  thousands.  Bicycles  and  roller 
skates  awakened  an  interest  which  had  dwindled  with  the  rise  of  the 
automobile.  Skiing  ceased  to  be  an  activity  limited  to  wealthy  imitators 
of  foreign  pastimes.  For  all  the  shrinkage  in  national  income,  recreation 
continued  to  claim  a  significant  share  of  personal  expenditure.  Profes- 
sional sports  flourished.  Improved  electric  arc  lighting  made  night  base- 
ball and  even  night  racing  possible  although  trotting  races  as  an  urban 
sport  did  not  become  widespread  until  the  next  decade. 

Despite  the  popularity  of  sports,  the  movies  continued  as  the  nation's 
principal  entertainment.  As  an  industry,  motion  picture  production  grew 
despite  depression  declines  in  the  value  of  its  securities,  as  shown  by  the 
spectacular  failure  of  the  William  Fox  enterprises.  Concentration  of  con- 
trol prevailed,  although  prosecution  under  the  antitrust  law  attempted 
to  alter  long-time  trends.  As  an  art,  by  the  middle  30's,  motion  pictures 
had  assimilated  sound  to  the  point  where  movement  was  no  longer  sacri- 
ficed. Although  notable  adaptations  of  literary  work— Wttffeenng  Heights 
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for  instance— brought  money  to  box  offices,  it  was  photography  and  the 
animated  cartoon  which  made  the  real  artistic  contribution  of  the  period. 
Walt  Disney's  animated  cartoons  showed  how  some  of  the  screen's  possi- 
bilities could  be  realized  in  fantasy  but  few  followed  or  enlarged  upon 
the  work  he  had  done.  The  flat,  essentially  derivative  character  of  most 
movies  stemmed  from  the  fact  that  high  costs  of  production  made  it 
impossible  for  producers  to  experiment  or  to  direct  their  output  toward 
audiences  on  a  variety  of  cultural  planes.  No  tradition  such  as  affected 
book  publishers  or  even  theatrical  entrepreneurs  had  taken  root  in  the 
motion  picture  industry,  hence  its  owners  ignored  art  in  good  conscience 
and  concentrated  upon  profit.  Finally,  censorship,  by  local  governments 
or  self-imposed,  made  certain  that  any  theme  the  movies  might  seize  upon 
would  be  handled  with  gingerly  regard  for  every  group  vocal  enough  to 
make  itself  heard.  More  surprising  than  the  feebleness  of  the  average 
movie  was  the  fact  that  so  many  superior  pictures  were  produced. 

IMPACTS  OF  THE  DEPRESSION  ON  FAMILY  LIFE 

To  family  living,  depression  brought  all  the  varied  problems  of  pro- 
longed unemployment  and  loss  of  savings.  Inability  to  provide  lessened 
the  authority  of  family  heads.  Shrunken  incomes  forced  families  to  double 
up  or  take  lodgers.  Especially  among  the  lower  middle  class,  losses  in 
mortgages  and  other  investments  deprived  older  people  of  the  provision 
they  had  made  for  their  last  years.  Unemployment  bore  as  tragically  upon 
young  people  who  found  no  jobs  when  their  training  was  completed. 
Marriages  were  postponed  by  the  prudent  with  the  result  that  the  mar- 
riage rate  per  thousand  women  between  15  and  54  dropped  from  116  in 
1920  to  87.3  in  1930  and  97.4  in  1935  and  birth  rates  fell  proportionately. 
Enforced  mobility  affected  rural  and  urban  dwellers  alike.  In  the  South, 
34.2  per  cent  of  all  tenants  had  lived  on  their  present  farms  but  one  year 
in  1935.  Customary  mobility  was  reinforced  by  the  AAA  program,  which 
offered  large-scale  producers  a  premium  for  keeping  their  land  out  of 
staple  crops.  In  search  of  work,  many  families  loaded  their  possessions 
and  themselves  into  battered  cars  and  trucks  and  sought  more  fa- 
vored areas.  Youths  unable  to  find  jobs  and  unwilling  to  burden  their 
families  took  to  the  road.  Family  stability  and  authority  lessened  ac- 
cordingly. 

Yet  while  unemployment  harried  breadwinners  and  lost  savings  embit- 
tered many  aging  folk,  the  depression  had  consolidating  as  well  as  dis- 
integrating effects  upon  family  life.  Once  again  the  middle-class  home 
became  a  center  of  activity.  New  appreciation  of  the  home  as  a  place  of 
recreation  appeared.  Lower  salaries  and  less  hope  of  sudden  fortune 
through  speculation  increased  appreciation  of  the  home  as  a  refuge  in 
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time  of  trouble.  Even  the  divorce  rate  fell  from  9.7  per  thousand  females 
in  1930  to  9.1  in  1935. 

Descent  from  the  "lady's"  pedestal  might  summarize  the  change  which 
the  20's  brought  in  the  position  of  women.  In  the  next  decade  women 
claimed  a  place  as  adult  human  beings.  The  process  was  less  spectacular 
than  the  struggle  for  suffrage  before  World  War  I  or  the  effort  to  share 
men's  noisier  enjoyments  after.  Women  took  their  vote  as  a  matter  of 
course.  As  voters,  they  tended  to  be  more  conservative  than  men  and  less 
likely  to  shift  party  allegiance.  Neither  in  state  nor  local  politics  did 
women  achieve  independent  positions  of  importance  to  their  organiza- 
tions Since  women's  slightly  greater  life  span  tended  to  leave  them  heirs, 
they  came  to  control  a  considerable  share  of  the  nation's  wealth.  Yet  their 
directing  influence  was  relatively  unimportant.  Increasing  amounts  of 
securities  in  the  hands  of  scattered  women  proprietors  merely  added  to 
the  separation  between  legal  ownership  and  the  management  of  corporate 
industry. 

Nevertheless,  the  needs  of  family  income  during  the  30's  impelled 
more  women  into  the  labor  market.  By  1934,  women  constituted  about  a 
quarter  of  the  labor  force,  and  28.9  per  cent  of  working  women  were 
married.  With  unemployment  prevalent,  however,  attempts  were  made 
to  exclude  married  women  from  work,  particularly  in  government  service. 
Students  of  family  life  continued  to  deplore  the  loss  which  absence  of 
mothers  at  work  inflicted  upon  family  morale.  The  effect  of  working  wives 
upon  their  husbands'  egos  began  to  trouble  other  observers.  Still  others 
were  concerned  by  the  separation  between  fathers  and  children  exacted 
by  business  tasks  and  suburban  living.  Except  among  the  unemployed, 
nonfarm  families  in  the  United  States  tended  to  be  all  but  fatherless  in 
fact  since  their  younger  members  spent  most  waking  hours  under  other 
guidance.  With  mothers  thus  effectively  in  control  of  their  children's 
rearing,  their  assumption  of  a  breadwinner's  task  might  well  cost  fathers 
their  chief  means  to  family  prestige.  The  psychological  consequences  of 
the  father's  decreasingly  important  role  in  the  family  would  rouse  much 
earnest  comment  throughout  the  next  decade. 

SCIENTIFIC  ADVANCE 

Invention  flourished  during  the  I930*s?  principally  in  the  form  of  refine- 
ment on  known  methods  and  processes.  Steel  production  was  mechanized 
further  with  the  installation  of  labor-saving  continuous  strip  mills.  Plas- 
tics and  chemical  fibers  won  wide  public  attention  as  cellophane  wrapping 
was  introduced  in  1932  and  nylon  became  generally  available  in  1939, 
More  broadly  significant  than  plastics'  contribution  to  life's  ameMties  was 
the  demonstration  that  man  could  make  raw  materials  to  specification 
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instead  of  depending  on  what  nature  provided.  New  processes  and  new 
discoveries  increased  the  nation's  command  of  essential  minerals  which 
the  chemist  could  not  yet  reproduce  artificially.  In  1931,  plants  in  Carls- 
bad, New  Mexico,  began  shipping  potassium  salts  which  had  been  almost 
a  German  monopoly.  In  1933,  bromine  was  recovered  from  brine  and  by 
1940  chemical  recovery  of  magnesium  from  seawater  had  become  a  com- 
mercially feasible  process. 

Changing  habits  of  food  consumption  and  loss  of  foreign  markets  for 
agricultural  staples  turned  attention  to  farm  crops  as  a  possible  source 
of  industrial  raw  materials.  In  1935,  Congress  appropriated  money  for 
regional  research  laboratories  to  examine  the  industrial  possibilities  of 
local  farm  crops.  In  1935,  too,  the  Farm  Chemurgic  Council  was  set  up 
to  promote  industrial  use  of  farm  crops  and  agricultural  waste  materials. 
For  investigation  had  showed  that  soybeans— a  crop  which  reached  39.6 
million  bushels  in  1936-could  be  made  into  oil,  glycerine,  plastics,  and 
protein  fiber;  corn  could  be  made  into  acetone,  alcohol,  starch,  and  buta- 
nol?  a  component  of  plastics  and  solvents;  sweet  potatoes  into  starch,  glue, 
and  other  products;  and  oat  hulls  into  furfural,  another  chemical  raw 
material.  Unfortunately,  farm  wastes  were  costly  to  collect  for  processing. 
Hence,  farm  byproduct  chemicals  became  too  expensive  to  compete  with 
either  chemical  or  foreign  agricultural  raw  material  sources,  as  was  evi- 
dent in  the  industrial  alcohol  field  where  both  petroleum  and  waste 
molasses  were  cheaper  than  grain  or  potatoes.  Except  when  war  demand 
overcame  considerations  of  cost,  agricultural  raw  materials  and  crops  not 
commonly  grown  in  the  United  States  offered  only  potential  remedies 
for  the  problems  of  the  staple  producers. 

In  the  field  of  pure  science,  Americans  made  notable  contributions 
during  the  1930's.  In  1932,  Professor  Harold  G.  Urey  discovered  the 
isotopes  of  hydrogen.  That  year  saw  the  structure  of  the  atom  more  thor- 
oughly explored,  the  cyclotron  invented,  and  the  table  of  the  92  natural 
chemical  elements  completed  with  the  discovery  of  Alabamine  (now 
called  astatine).  By  the  end  of  the  decade,  its  scientists  had  given  the 
United  States  leadership  in  atomic  physics,  biochemistry,  physiological 
chemistry,  and  radiation  studies. 

Astronomy  had  long  flourished  here,  for  observatories  had  been  favored 
gifts  to  universities.  Research  in  those  institutions  produced  new  ideas 
about  the  universe  as  great  telescopes  showed  star  systems  beyond  the 
galaxy  in  which  our  solar  system  moved.  Henry  Adams  had  sought  con- 
solation in  art  for  having  to  live  in  a  universe  moving  toward  a  final 
exhaustion  of  all  energy,  social  and  physical.  Modern  astrophysical  theory 
offered  new  visions.  E.  P.  Hubble  found  facts  to  support  the  idea  of  an 
ever-expanding  universe  ending  in  nothing.  Along  with  Millikan  and  Jan 
Smuts,  Richard  Tolman  propounded  the  theory  of  a  universe  expanding 
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and  contracting  indefinitely,  without  rest  The  philosophers  might  make 
what  they  could  of  either.  Of  Heisenberg's  principle  of  uncertainty  and 
the  Einsteinian  theory  of  relativity,  they  could  make  more  still.  For  Ein- 
stein himself  declared  that  even  on  the  most  abstract  level  ideas  needs 
must  be  shaped  by  the  nature  of  the  thinker's  experience.  Einstein's  cri- 
teria for  a  satisfactory  notion  of  the  universe  as  a  whole  included  aesthetic 
as  well  as  mathematical  factors,  A  space-bounded  universe  was  simpler 
and  more  uniform— therefore  more  satisfying  in  pattern— than  an  infinite 
universe  in  which  the  mean  density  of  matter  must  vanish.  Philosophical 
thinking  which  wished  to  move  in  accord  with  science  might  feel  freed 
from  the  rigidities  of  the  Newtonian  world  view  in  consequence  of  the 
new  ideas;  it  could  scarcely  find  any  positive  support  for  moral  or  religious 
certainties. 

EDUCATION  AND  THE  SOCIAL  STUDIES 

Public  schools  suffered  during  the  depression,  especially  in  the  period 
1930-34  when  many  communities  were  unable  to  meet  current  payrolls, 
let  alone  make  capital  improvements.  From  the  standpoint  of  the  nation 
as  a  whole,  the  problem  was  the  more  serious  because  the  areas  least  able 
to  pay  for  education  had  the  greatest  number  of  school-age  children. 
WPA  programs  aided  in  erecting  school  buildings,  while  the  National 
Youth  Administration  provided  jobs  which  enabled  young  people  to  re- 
main in  secondary  school  or  college.  Nevertheless,  seeds  of  future  diffi- 
culties were  sown  during  the  30*s. 

As  states  raised  the  school-leaving  age  to  ease  the  labor  market,  and 
as  industry  hired  fewer  workers,  educators  faced  new  problems  in  cur- 
riculum planning.  The  task  of  educational  administrators  in  dealing  with 
their  new  pupils  was  the  harder  because  many  teachers  were  inadequately 
trained.  A  1929  study  had  shown,  moreover,  that  teacher-candidates  gen- 
erally ranked  below  candidates  for  other  professions  in  every  department 
of  learning,  and  on  standard  tests,  some  tended  to  score  below  students 
4  years  their  junior.  New  emphasis  was  being  put  upon  conscious  impart- 
ing of  democratic  ideals  in  the  schools.  Yet  many  teachers,  themselves 
using  their  vocation  for  social  advancement  and  at  the  mercy  of  school 
boards,  showed  positive  hostility  toward  children  of  the  lower-income 
groups.  On  a  more  obvious  level,  need  for  improving  the  quality  of  public 
education  seemed  evident  to  those  who  heard  that,  by  1937,  26  per  cent 
of  school  children  were  over-age  for  their  grades.  Stress  on  vocational 
training  and  inadequate  academic  preparation  in  the  lower  schools 
created  further  problems  for  secondary  schools  and  particularly  for  col- 
leges and  universities  as  these  increased  the  number  of  their  students. 
Between  1900  and  1941,  the  college-age  population  increased  55  per  cent 
but  college  enrollment  rose  600  per  cent,  from  0.25  to  1.5  million.  During 
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the  1920's,  a  college  degree  was  an  instrument  for  improving  one's  social 
status  and  economic  capacity.  In  the  glutted  labor  market  of  the  next 
decade,  higher  education  offered  young  people  an  alternative  to  futile 
job-seeking. 

Although  that  may  have  benefited  members  of  lower-income  groups 
who  lived  in  cities  which  had  tuition  free  colleges,  higher  education  did 
not  generally  depend  on  potential  intellectual  proficiency.  Little  was  done 
to  sort  out  young  people  of  talent  and  give  them  college  training.  To  the 
problem  of  restoring  common  content  to  the  college  curriculum,  edu- 
cators paid  more  regard.  Schools  like  the  California  Institute  of  Tech- 
nology insisted  that  their  students  spend  at  least  a  quarter  of  their  time 
on  the  humanities  and  the  social  studies.  In  order  to  check  the  super- 
ficiality or  premature  specialization  which  poorly  supervised  elective 
programs  encouraged,  colleges  like  Columbia  developed  the  idea  of 
general  education  to  teach  facts  and  ideas  in  relationship  to  each  other 
and  to  a  general  framework  of  principles  and  information. 

In  fact,  discussion  of  higher  education  became  an  important  vehicle 
for  examination  of  American  society  as  a  whole.  Out  of  that  discussion 
came  a  revolt  against  pragmatism  in  education  which  centered  at  the 
University  of  Chicago.  As  R.  M.  Hutchins,  Chicago's  new  president,  put 
it  in  his  Higher  Learning  in  America,  love  of  money  was  the  root  of  all 
academic  evil.  For  that  love  led  to  vocationalism,  isolation,  and  confusion. 
Universities  had  become  service  stations  offering  general  education  for 
undergraduates,  vocational  training  for  the  professions,  and  research 
for  the  increase  of  knowledge  all  under  the  same  roof.  Instead  of  centers 
of  creative  thought,  universities  were  shelters  for  confusion  where  a  new 
gadget  for  delicate  measurement  was  as  important  as  a  new  theory  of  the 
cosmos.  To  restore  awareness  of  due  order  among  intellectual  aims, 
students  must  undergo  the  discipline  of  general  education  comprising 
rhetoric,  logic,  mathematics,  and  the  study  of  the  ancient  and  medieval 
literary  classics.  The  student  might  work  at  his  own  pace,  but  he  must 
meet  fixed  standards  of  achievement  to  earn  his  degree,  not  spend  a 
given  number  of  hours  in  a  classroom  merely  to  pass  a  series  of  piecemeal 
examinations. 

While  Hutchins  thus  attacked  certain  prevalent  assumptions  and  prac- 
tices in  education,  workers  in  the  social  studies  examined  similar  assump- 
tions and  their  effects  with  increasing  care.  The  depression  wakened  fresh 
general  interest  in  economics  and  sociology.  No  book  in  this  field  achieved 
the  sale  which  Wells'  Outline  of  History  had  had  during  the  previous 
decade  but  popularizers  of  economic  materials  won  large  audiences.  By 
the  3(7s,  the  average  educated  man  found  Veblen  readable  and  even 
students  unfamiliar  with  his  work  at  first-hand  showed  its  influence  in 
their  own  writings.  The  great  economic  satirist  himself  might  have  found 
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wry  amusement  in  the  fact  that  his  Engineers  and  the  Price  System 
helped  inspire  such  a  "pragmatic  romance'7  as  Technocracy,  a  brief-lived 
economic  fad  of  the  depression  years.  Many  American  economists  ac- 
cepted J.  M.  Keynes*  analysis  and  regarded  the  crisis  of  1929  as  unique. 
In  a  maturing  capitalist  economy,  these  (following  Keynes*  General 
Theory  published  in  1936)  said,  saving  must  outrun  investment  unless 
government  intervened  either  to  enforce  a  marked  redistribution  of 
income  or  to  take  the  part  of  investor.  Other  economists  resumed  study 
of  the  market  as  dominated  by  a  few  powerful  sellers  or  buyers  so  that 
neither  completely  free  competition  nor  thorough  monopoly  existed.  To 
express  the  gradations  of  this  imperfect  competition,  new  words  like 
oligopoly,  duopoly  and  monopsony  entered  the  economist's  vocabulary; 
theoretical  economics  began  to  challenge  pedagogy  and  government 
reports  for  the  palm  of  unreadibility. 

In  revulsion  against  compartmentalization,  members  of  the  social  disci- 
plines exchanged  ideas  and  methods  with  new  energy.  Joint  work  by 
anthropologists  and  psychologists  was  to  come  later  with  the  work  of 
Professors  Kardiner  and  Linton  at  Columbia.  Professor  Lloyd  D.  Warner 
and  his  group,  meanwhile,  produced  such  studies  as  Yankee  City,  with 
its  description  of  social  mobility  in  operation,  and  Deep  South,  with  its 
account  of  how  a  caste  system  affected  the  functioning  of  the  principle 
of  equality  before  the  law.  Organizations  like  the  Institute  for  Propa- 
ganda Analysis,  which  was  set  up  in  1937,  attempted  to  make  the  con- 
clusions of  political  scientists  an  effective  part  of  the  general  public's 
information.  For  political  scientists  continued  to  examine  the  means  by 
which  public  opinion  was  formed  and  brought  to  bear  upon  government 
and  the  role  of  public  administration  in  political  life. 

While  social  scientists  tried  to  describe  and  analyze  the  perplexing 
present,  historians  sought  light  from  the  past.  Yet  even  as  they  sought, 
increasingly,  historians  were  aware  that  their  seeking  mirrored  their  own 
time.  For  each  age  recreates  its  past  in  the  image  of  its  present  need. 
Historians  worked  on  a  broadened  canvas.  Manners  and  the  fruits  of  the 
mind  were  accepted  as  material  for  history.  Fresh  interest  was  shown 
in  America's  "second-class"  citizens.  Negroes,  immigrants,  women,  work- 
ing people  won  the  attention  of  historians,  academic  and  popular.  Sound 
biography  rather  than  the  superficial  "debunking"  of  the  20's  gained  most 
considerate  audience.  Large  scale  syntheses  were  less  frequent  than  mono- 
graphic studies  in  history  but  the  Beards'  studies  in  the  history  of  Ameri- 
can civilization  showed  that  synthesis  could  be  achieved.  Other  students, 
like  Frederick  J.  Teggart,  continued  to  call  for  a  new  approach  to  historical 
writing.  Instead  of  narratives  of  national  achievement,  historians  should 
make  chronological  studies  of  events  of  the  same  class  in  different  parts 
of  the  world  in  order  to  seek  correlation  among  them.  From  that,  it  might 
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be  possible  to  draw  more  fruitful  lessons  than  those  offered  by  present 
data:  that  at  all  times  and  everywhere  according  to  their  power,  men 
organized  in  political  groupings  have  done  each  other  all  the  harm  they 
could.  Among  students  of  the  American  past,  interpretations  stressing 
urban  growth  and  the  interplay  of  class  interest  challenged  the  assump- 
tion that  the  frontier  had  determined  American  history. 

By  the  30's,  the  instrumentalism,  which  was  the  name  given  Dewey's 
systematizing  of  pragmatism,  had  become  so  much  the  chief  American 
philosophy  that  it  formed  the  point  of  departure  for  its  opponents.  Dewey 
himself  produced  such  important  works  as  Logic:  The  Theory  of  Inquiry 
(1939).  Other  philosophers  took  the  basic  implications  of  science  as  a 
major  concern  of  their  own  discipline.  Scientists  themselves  showed 
awareness  of  the  philosophic  implications  of  their  work.  This  was  espe- 
cially evident  in  physics,  where  the  intra-atomic  realm  seemed  governed 
by  law-or  lack  of  law-different  in  kind  from  that  prevailing  in  the  world 
which  those  atoms  composed.  It  was  to  metaphysics,  on  the  other  hand, 
that  educators  like  Hutchins  looked  for  the  unity  and  order  which  theo- 
logical study  had  given  medieval  intellectual  life.  Indeed,  for  philos- 
ophers, educators,  and  poets,  intellectual  order  was  coming  to  be  a 
demand  as  pressing  as  was  the  demand  for  security  in  economic  life.  And 
despite  the  rapid  growth  of  newer  studies,  the  fact  that  a  journal  of  the 
history  of  ideas  could  be  founded  in  1940  and  maintained  through  a 
world  war  indicated  the  significant  place  philosophic  issues  continued 
to  hold. 

MUSIC  AND  THE  FINE  ARTS 

Radio  performances  of  the  classics  fostered  musical  literacy  during  the 
decade  as  did  school  music  programs  and  orchestras  organized  under 
WPA.  Since  radio  offered  performers  of  high  standing  even  when  it  merely 
broadcast  recordings,  listeners  were  not  only  exposed  to  fine  music  but 
heard  that  at  its  best.  They  showed  their  appreciation  concretely  when 
their  contributions  saved  the  Metropolitan  Opera  from  foreclosure  and 
eviction  in  1940.  Music  instruction  in  the  schools  furthered  appreciative 
listening.  Nor  did  the  schools  stop  with  training  taste;  through  pupil 
orchestras  and  smaller  groups,  they  gave  many  young  people  opportunity 
to  make  music  for  themselves.  American  composers  of  formal  music 
benefited  relatively  little  from  this  increased  musical  literacy.  For  like 
the  poet,  the  composer  tended  to  use  an  idiom  strange  to  his  audience. 
Newly-educated  listeners  had  ears  attuned  to  the  work  of  the  nineteenth 
century  while  creative  workers  wrestled  with  newer  modes.  At  the  popu- 
lar level,  creative  vitality  was  strong.  Musical  comedy  flourished.  In  jazz, 
new  departures  wakened  critical  awareness  among  another  group  of 
listeners.  Unlike  commercial  dance  music,  "swing"  was  played  for  the  ear 
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rather  than  for  mere  rhythmic  response.  Swing  fans  judged  performers 
and  performances  with  a  nicety  that  might  have  astonished  critics  of  a 
more  conventional  medium. 

Workers  in  the  fine  arts  had  educated  their  public  more  effectively 
than  had  composers  in  the  modern  form.  As  a  byproduct  of  depression, 
the  United  States  government  gave  its  first  official  support  to  painting 
and  sculpture  through  the  WPA  art  project  of  1935-39.  Few  distinguished 
individual  works  emerged  as  a  result,  although  the  general  level  of  work 
was  good;  but  artists  were  kept  alive  and  many  cities  and  towns  had  the 
opportunity  to  see  artists  at  sober  labor  and  to  possess  the  products  of 
their  effort  as  murals  and  easel  works.  The  lessons  of  foreign  schools  had 
been  so  well  assimilated  that  American  artists  could  go  on  to  create  new 
manners  of  their  own.  Grant  Wood  showed  Americans  through  a  fresh 
and  individual  vision.  Charles  Sheeler  and  Charles  Demuth  used  the 
American  industrial  scene  as  material  for  formal  design. 

In  contrast  to  earlier  indifference  by  collectors,  individual  and  institu- 
tional, patrons  organized  museums  devoted  to  modern  art  as  a  whole  and 
to  the  abstract  schools  in  particular.  No  longer  were  artists  who  made 
formal  arrangements  in  line  and  color  invariably  met  with  the  query 
addressed  to  children  in  the  nursery,  "What's  that  supposed  to  be?"  For 
the  first  time,  young  people  who  sought  training  in  the  arts  need  not  tear 
loose  of  their  roots  to  learn  their  craft;  aspirants  could  get  sound  artistic 
education  in  a  dozen  centers  throughout  the  United  States.  How  generally 
modern  trends  were  accepted  was  indicated  by  wide  interest  in  exhibi- 
tions of  the  work  of  Picasso.  Van  Gogh  became  the  subject  of  popular 
biography  and  prints  of  his  paintings  were  offered  as  premiums  by  news- 
papers seeking  to  increase  their  circulation.  Meanwhile,  groups  like  the 
Associated  American  Artists  sought  to  bring  art  to  a  wider  public  by 
producing  fine  prints  at  prices  that  the  public  could  afford. 

Depression  struck  hard  at  architectural  employment  as  commercial 
and  residential  construction  decreased.  The  market  for  skyscrapers  all 
but  disappeared.  Public  building  offered  some  architectural  opportunity 
and  in  places  like  TVA  powerhouses  modern  needs  were  met  with  a 
beauty  that  was  more  than  coincidental.  The  struggle  between  architec- 
tural principles  went  on.  Many  schools  of  architecture  continued  to  call 
barbarous  the  attempt  to  meet  current  necessity  without  an  overlay  of 
decoration  lifted  from  the  past.  Nevertheless,  increasingly,  buildings  were 
given  at  least  the  externals  of  the  modern  manner. 
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LITERATURE  AND  THE  DRAMA 

Year  after  year,  the  commercial  theater  was  forced  to  give  way  to  the 
movies.  By  the  end  of  the  30's,  New  York  alone  had  an  independent  and 
creative  stage.  To  be  sure,  producers  in  other  cities  were  willing  to  accept 
the  risk  of  presenting  stage  shows  but  their  efforts  were  more  apt  to  be 
bedroom  farce  than  significant  drama.  Although  the  movies  thus  de- 
feated the  theater  on  the  economic  front,  motion  picture  makers'  money, 
in  the  shape  of  backing  for  plays  or  purchase  of  successful  productions, 
helped  keep  the  theater  alive.  For  they  paid  enormous  sums  for  popular 
plays— even  though  those  must  be  expensively  rewritten  both  to  adapt 
them  to  a  different  medium  and  to  meet  the  industry's  standards  of 
propriety. 

Plays  presented  without  scenery  offered  one  of  the  novelties  of  the 
decade,  The  literate  musical,  first  made  popular  by  Of  Thee  I  Sing,  made 
its  appearance  and  produced  a  long  line  of  notable  achievements  in  the 
next  decade.  Novel,  too,  was  government  support  for  the  theater,  again 
originating  in  the  need  for  easing  unemployment.  The  WPA  Federal 
Theater  did  notable  missionary  work  for  live"  entertainment  as  it  brought 
plays,  vaudeville  programs,  and  dramatized  folk  tales  to  audiences  which 
had  known  no  professional  acting  but  the  movies.  The  Federal  Theater 
"'introduced  new  dramatic  techniques  and  offered  such  varied  kinds  of 
plays  as  the  Hot  Mikado,  a  jazz  version  of  Gilbert  and  Sullivan;  an  adapta- 
tion of  Sinclair  Lewis'  anticipation  of  fascism  in  America,  It  Cant  Happen 
Here;  and  T.  S.  Eliot's  Murder  in  the  Cathedral. 

Eugene  O'Neill  continued  to  lead  American  dramatists  and  his  work 
moved  into  new  channels.  In  Ah,  Wilderness,  he  found  material  for  rueful 
tenderness  in  small  towns  and  youth  as  it  flourished  before  World  War  I. 
With  Mourning  Becomes  Ekctra  he  sought  place  in  the  grand  tradition 
of  drama,  but  however  well  he  conveyed  intensity  of  emotion,  poetic 
majesty  of  language  was  lacking,  Of  newer  writers,  Clifford  Odets  won 
most  recognition  for  presenting  the  clash  between  economic  fact  and  his 
characters'  aspiration  toward  stable  decency  of  living— this  done  in  an 
.^idiom  piercingly  true  to  the  drab  life  it  recorded. 

During  the  30's,  in  fact,  social  awareness  and  social  concern  were  evi- 
dent in  all  forms  of  literature.  In  criticism,  that  awareness  appeared  in 
the  work  of  Marxists,  liberals,  and  the  traditionalists  who  urged  return  to 
classic  standards  and  religious  orthodoxy.  V.  F.  Calverton  and  Granville 
Hicks,  taking  the  Marxian  position,  saw  American  literature  as  continuous 
criticism  of  American  life— but  in  the  light  of  American  life  as  it  was 
meant  to  be.  Although  his  approach  was  far  more  literary,  Edmund 
Wilson  shared  their  distaste  for  the  acquisitive  society  in  which  a  writer 
must  live.  Even  New  Directions,  the  organ  of  experimental  writers  in 
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verse  and  prose,  announced  its  social  motivation  in  1936.  Major  Douglas 
and  his  Social  Credit  theories  had  the  answer  to  society's  troubles,  but  he 
and  his  followers  were  unable  to  pierce  the  "solid  wall  of  static  thinking'* 
with  their  message.  Hence,  poets  must  lead  the  way  by  creating  new 
forms  of  language.  Traditionalists  like  Cleanth  Brooks,  John  Crowe  Ran- 
som, and  Allen  Tate  countered  the  bias  of  Marxists  and  liberals  alike  with 
demand  that  criticism  consider  the  work,  not  its  historical  setting  nor  the 
psycho-biography  of  its  author,  nor  even  the  effect  upon  the  reader. 
Nevertheless,  the  traditionalists  demonstrated  social  awareness  as  acute 
as  the  Marxists'  own.  Most  critics  of  this  school  followed  T.  S.  Eliot  in 
adopting  a  faith  and  philosophy  which  hoped  to  impose  the  authority 
of  a  church  in  religion  and  of  an  elite  in  politics  and  so  end  the  chaos 
which  secular  humanitarianism  had  brought  upon  the  world.  Liberals 
like  Alfred  Kazin  and  Van  Wyck  Brooks  rejected  both  the  Marxists'  solu- 
tion and  the  traditionalists'  cry  for  order.  Yet  they  sought  to  conserve  the 
concern  for  human  well-being  which  animated  the  one  and  the  respect 
for  form  which  shaped  the  other. 

With  the  Moscow  purge  trials  of  1937,  many  American  intellectuals 
lost  their  taste  for  communism  (indeed,  even  for  socialism)  either  as 
protest  or  as  political  philosophy.  Though  for  very  different  reasons,  the 
traditionalists,  with  their  stress  upon  order  and  authority,  took  the  Marx- 
ists' place  as  assailants  of  American  culture.  Increasingly,  liberal  thinkers 
moved  to  its  defense.  In  works  like  Van  Wyck  Brooks'  leisurely  history  of 
the  literary  Me  in  the  United  States,  kindness  even  seemed  to  outweigh 
austere  discrimination.  Meanwhile,  devaluation  of  the  dollar  and  the 
disturbing  advance  of  fascism  in  Spain  and  Germany  made  Europe  a  less 
desirable  residence  for  the  scornful  intellectuals  of  the  20's,  Their  return 
contributed  to  the  rediscovery  of  America  and  that  new  interest  brought 
fresh  welcome  for  regionalist  painting  and  writing. 

The  slogan  of  "art  for  art's  sake"  sounded  less  beguiling  as  the  decade 
moved  to  its  end.  Poets  like  Archibald  MacLeish,  who  had  once  been 
attracted  by  that  banner,  now  attacked  as  the  "irresponsibles"  literary 
men  who  had  not  been  loyal  to  the  duty  of  making  truth  and  valor  beauti- 
ful. Carl  Sandburg,  who  had  seen  beauty  in  the  raw  vitality  of  Chicago 
before  World  War  I,  expressed  his  democratic  faith  in  The  People,  Yes, 
during  the  depression  and  then  added  his  six  volumes  to  the  greatest  of 
American  folk  tales— the  legend  of  Abraham  Lincoln. 

In  John  Browns  Body,  Stephen  Vincent  Benet  turned  to  the  tragic 
drama  of  the  Civil  War  and  succeeded  in  making  a  narrative  poem  be- 
come a  best  seller.  Robinson  Jeffers  found  poetic  drama  in  man's  life 
alone.  His  verse  tales  were  dark  with  violence.  Man's  dignity  lay  in  his 
will;  defeated  though  he  must  be  by  a  morally  alien  universe,  man  could 
still  decide  and  act.  Despite  Benefs  demonstration  that  verse  could  reach 
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a  wide  public,  the  best  poetry  of  the  decade  was  produced  by  writers  in 
a  more  difficult  manner.  That  had  become  increasingly  acceptable,  for 
Pound  and  Eliot  had  had  a  profound  influence.  Yet  the  average  educated 
man  found  life  too  short  for  mastering  a  hundred  varieties  of  poets' 
private  speech. 

Although  elaborately  wrought  obscurity  had  practitioners  in  the  novel 
as  well  as  in  poetry,  communication  remained  necessary  to  fiction.  Among 
American  novelists  Ernest  Hemingway  offered  the  prime  example  of 
freshness  in  communication,  a  bone-bare  style  which,  at  its  best,  repre- 
sented consummate  craftsmanship.  Beneath  Hemingway's  bleak  skill,  lay 
an  essential  sentimentality  of  approach:  the  Hemingway  hero,  as  sorry 
for  himself  as  Werther,  lived  in  contention  with  a  universe  which  gave 
no  honor  to  his  courage. 

During  the  depression  decade,  novelists  saw  segments  of  their  America 
with  clearer  and  more  careful  eye.  Thomas  Wolfe  tried  to  see  it  whole, 
but  it  was  himself  rather  than  America  that  Wolfe  regarded  as  he  set 
down  his  hero's  youth  in  North  Carolina  and  the  barrenness  of  life  in 
New  York.  By  1937,  John  Dos  Passos  published  the  final  volume  in  his 
trilogy,  US Ay  which  not  only  sought  to  present  the  essence  of  American 
life  since  1919  but  to  create  a  new  form  for  the  novel. 

Meanwhile,  from  Marjorie  Kinnan  Rawlings'  Florida  to  the  Nebraska 
of  Mari  Sandoz,  the  land  found  spokesmen  as  regionalists  explored  and 
portrayed  its  aspects.  Unlike  many  tepid  local  colorists  of  the  past,  the 
regionalists  of  the  30's  evaded  no  harshness  of  reality.  During  the  previ- 
ous decade,  Sinclair  Lewis  led  the  van  in  revolt  against  the  village  morality 
of  the  Mid- West.  Now,  it  was  the  Southern  scene  which  bore  the  whip 
laid  on  by  Southerners  like  Erskine  Caldwell,  T.  S.  Stribling,  and  William 
Faulkner.  In  1950,  the  Nobel  committee  gave  Faulkner  its  1949  prize  for 
literature,  recognition  which  many  Americans  might  regard  as  indirect 
criticism  of  their  civilization  as  well  as  tribute  to  art.  For  in  a  high-keyed 
and  convoluted  manner,  Faulkner  s  novels  recorded  how  the  gentry  had 
rotted  from  within  and  its  middle-class  successors  turned  their  own 
rottenness  into  respectability.  And  while  Faulkner  depicted  an  unhappy 
and  barren  White  South,  Richard  Wright's  Uncle  Toms  Children  showed 
the  Negro  living  in  that  world.  Ten  years  earlier,  Negro  critics  and  novel- 
ists had  made  themselves  heard;  Northern  Negro  communities  offered 
background  for  writers  like  Carl  Van  Vechten.  After  1929,  the  Negro  as 
a  symbol  of  uninhibited  natural  life  receded  before  the  Negro  as  symbol 
of  failure  to  realize  the  democratic  ideal. 

With  the  appearance  of  An  American  Tragedy  in  1925,  Theodore 
Dreiser  had  won  large  sales  as  well  as  critical  acceptance.  Younger  work- 
ers in  the  naturalist  tradition  followed  Dreiser  in  exploring  the  urban 
scene.  Thus,  James  T.  Farrell  gave  his  attention  to  middle-class  Irish 
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families  in  Chicago,  while  Edward  Dahlberg  and  Jack  Conroy  pictured 
living  at  the  bottom.  Higher  in  the  social  heap,  but  no  less  sorry  in  their 
lives  were  the  well-ginned  specimens  John  O'Hara  preserved  in  his 
acrid  prose. 

Social  criticism  abounded  among  novelists  of  the  decade,  and  if  few 
among  the  "proletarian"  group  produced  books  of  enduring  quality  the 
novels  of  Grace  Lumpkin,  Fielding  Burke,  Thomas  Bell,  and  Albert 
Halper  tell  much  about  the  impact  of  depression  and  industrial  strife. 
For  their  formula,  generally,  was  to  subject  their  principal  characters  to 
economic  disaster— and  then  convert  them  to  communism.  Upton  Sinclair, 
one  of  the  few  survivors  of  the  Progressive  period  who  had  not  given  up 
social  concern  in  the  20's,  continued  putting  current  problems  into  fiction. 
The  story  of  his  campaign  for  the  governorship  of  California  in  1934 
might  have  been  taken  from  one  of  his  novels,  so  well  did  it  show  the 
methods  which  those  who  held  power  would  use  when  they  thought 
their  power  threatened.  In  The  Grapes  of  Wrath,  John  Steinbeck  produced 
the  most  popular  protest  novel  of  the  decade,  although  his  story  of  a 
farm  family  evicted  by  dust  storm  and  mechanization  was  weakened  by 
the  pathetic  fallacy  of  hostility  to  machines  rather  than  to  the  use  men 
made  of  them. 

As  an  industry,  publishing  continued  to  concentrate  in  both  location 
and  economic  control.  High  prices  offered  by  Hollywood  were  incentive 
for  emphasis  on  potential  best  sellers.  Book  "clubs"  exercised  similar 
pressure.  Although  organizations  like  the  Book-of-the-Month  Club  and 
the  Literary  Guild  announced  definite  literary  purpose  when  they  ap- 
peared in  1926  and  1927,  the  titles  they  chose  for  distribution  were  not 
necessarily  distinguished.  That  readers  desired  guidance— or  bargain 
prices— when  they  bought  books  was  evidenced  by  the  growth  of  similar 
organizations.  By  1950,  at  least  50  groups  were  selecting  books  in  special 
fields  of  interest  or  for  special  groups  of  subscribers  ranging  from  min- 
isters and  executives  to  left-wingers  of  varied  complexion.  To  publisher 
and  author,  the  clubs  offered  certain  and  prepaid  sales;  but  only  if  any 
reading  be  considered  better  than  no  reading  at  all  could  accepting 
another's  choice  of  one's  contemporary  literary  fare  be  deemed  desirable. 

Nevertheless,  the  level  of  popular  taste  continued  to  rise  during  the 
SO's.  The  Saturday  Evening  Post  published  The  Late  George  Apley,  with 
its  satire  on  the  values  of  gentility.  The  character  of  best  sellers  indicated 
a  notable  growth  of  sophistication.  In  the  1930*s  as  before  World  War  I, 
readers  sought  escape  in  historical  novels.  Books  like  Margaret  Mitchell's 
Gone  With  the  Wind  were  far  more  carefully  wrought  than  their  prede- 
cessors, however;  their  background  details  could  bear  the  inspection  of 
experts,  and  they  rarely  brought  in  historical  personages  only  to  resolve 
a  romantic  dilemma.  Most  notable  was  altered  taste  in  heroines.  Moll 
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Flanders  served  the  modern  novelist  far  better  than  Clarissa  Harlowe  as 
model.  The  lady  who  sinned  and  succeeded  won  more  readers  than  she 
who  was  sinned  against  and  pined.  For  instead  of  purity  and  piety,  read- 
ers demanded  courage  and  good  humor. 

Other  interesting  changes  in  popular  taste  were  the  disappearance  of 
the  political  humorist  and  the  detective  story's  achievement  of  "social 
decency/'  Will  Rogers  had  held  sway  during  the  20's,  but  when  he  was 
killed  in  an  airplane  accident  in  1935,  no  successor  appeared.  Though 
radio  comedians  used  feeble  topical  "gags,"  the  "cracker-barrel"  phi- 
losopher and  the  salt  of  his  homely  political  comment  seemed  gone  with 
the  crossroads  store  which  had  given  him  imaginary  shelter. 

Ever  since  President  Wilson  admitted  that  he  found  relaxation  in 
detective  stories,  that  area  of  the  'lower  regions"  of  literature  had  been 
winning  higher  status.  First,  English  practitioners  of  the  craft  improved 
general  standards  of  workmanship.  Americans  followed  suit.  During  the 
30's,  such  writers  as  Dashiell  Hammett  challenged  more  pretentious 
work  in  the  naturalist  school  by  making  political  corruption  the  core 
of  their  plots  and  using  gangsters'  wholesale  violence  to  animate  their 
stories.  Nevertheless,  detective  stories  continued  to  serve  many  grown-ups 
as  fairy  tales  in  which  the  wicked  came  to  fittingly  evil  ends  even  if  due 
process  of  law  was  thwarted  or  made  to  seem  absurd. 

By  1939,  as  American  society  was  about  to  face  its  grim  test,  its  cultural 
life  had  proved  itself  vital  despite  the  depression.  In  fact,  by  demonstrat- 
ing the  transience  of  material  gain,  the  depression's  slacking  of  economic 
growth  shifted  attention  from  a  glamorous  future  to  that  whole  and  living 
present  which  it  is  art's  function  to  convey. 
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RELATIONS  WITH  LATIN  AMERICA 

BY  THE  END  of  the  1920's,  conciliation  of  Latin-American  opinion 
had  become  an  important  factor  in  United  States  foreign  policy. 
Thus,  soon  after  his  election,  President  Hoover  set  off  on  a  "good  will" 
tour  southward.  More  concretely,  his  administration  evidenced  that  good 
will  by  the  Clark  Memorandum  of  1930,  which  disclaimed  the  Roosevelt 
Corollary  as  part  of  the  Monroe  Doctrine,  and  defined  that  as  extending 
protection,  not  suzerainty. 

The  Roosevelt  administration  went  further.  In  1923,  and  again  in  1928, 
United  States  opposition  had  blocked  acceptance  of  a  resolution  pledging 
all  participants  in  the  International  Conference  of  American  States  to 
refrain  from  intervention  in  the  internal  affairs  of  other  countries.  In  1933, 
the  Conference  met  at  Montevideo  in  an  atmosphere  troubled  by  war 
between  Bolivia  and  Paraguay  and  by  fear  of  United  States  action  to 
collect  debts  generally  defaulted  by  Latin-American  nations.  Both  Presi- 
dent Roosevelt  and  Secretary  of  State  Cordell  Hull  attended  the  Confer- 
ence, and  both  exerted  themselves  toward  conciliation.  In  an  address 
before  the  Conference,  as  in  his  inaugural  speech,  the  President  declared 
that  in  its  foreign  policy  the  United  States  meant  to  act  the  "Good  Neigh- 
bor" rather  than  the  embarrassingly  powerful  one.  Secretary  Hull  urged 
that  Argentine  Foreign  Minister  Carlos  Saavedra  Lamas  propose  a  pro- 
gram to  restore  peace  to  Latin  America.  That  invitation  not  only  concili- 
ated an  influential  individual  considered  hostile  to  the  United  States,  but 
also  indicated  the  latter's  willingness  to  allow  others  to  share  in  the  kudos. 
As  a  result  of  efforts  at  Montevideo,  Bolivia  and  Paraguay  declared  an 
armistice;  in  1936,  their  dispute  about  the  Gran  Chaco  territory  and  its 
oil  finally  ended  in  a  treaty  of  peace.  At  Montevideo,  too,  the  United 
States  delegation  accepted  a  resolution  pledging  nonintervention  in  the 
affairs  of  other  nations.  Rights  under  international  law  were  reserved, 
however;  not  until  1936  did  the  United  States  accept  nonintervention 
unconditionally. 

In  1934,  the  Roosevelt  administration  demonstrated  the  content  of  its 
Good  Neighbor  policy.  In  May,  the  United  States  negotiated  a  new  treaty 
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with  Cuba  which  abrogated  the  Platt  Amendment.  Such  relinquishment 
of  a  legal  right  was  the  more  significant  since  United  States  investors  had 
a  heavy  stake  in  Cuba.  Nevertheless,  although  the  United  States  ceded 
rights  and  refrained  from  intervention  in  Cuba,  it  did  not  remain  passive. 
For  it  exerted  pressure  to  force  out  the  Machado  dictatorship  in  1933  and 
then,  by  denying  recognition,  to  eliminate  the  government  of  Grau  San 
Martin.  When  that  and  the  open  hostility  of  the  American  ambassador 
pushed  the  leftist  Grau  government  out  of  office,  the  United  States  recog- 
nized the  more  moderate  administration  of  Carlos  Mendieta.  In  August, 
1934,  the  United  States  withdrew  its  marines  from  Haiti,  but  not  until 
September,  1941,  did  it  terminate  the  Haitian  customs  receivership.  Al- 
though Haiti's  leading  strings  were  lengthened  by  permitting  the  island's 
national  bank  to  act  as  fiscal  agent,  they  were  not  cut,  for  three  Americans 
were  to  be  members  of  the  bank's  board  of  six  directors,  and  Haiti  agreed 
not  to  increase  its  public  debt  without  consulting  the  United  States.1 

An  even  greater  departure  from  past  practice  appeared  in  handling  of 
the  dispute  with  Mexico  over  the  expropriation  of  certain  United  States 
oil  corporations  in  1938.  After  Dwight  Morrow's  diplomacy  ended  the 
bickering  of  the  20's,  the  Mexican  agrarian  program  slackened  under  the 
rule  of  Plutarcho  Elias  Calles  and  his  successors.  In  1938,  Lazaro  Car- 
denas became  president.  His  advocacy  of  land  distribution  and  labor 
reform  succeeded  in  driving  Calles  from  his  position  of  effective  domi- 
nance in  Mexican  politics.  Land  reforms  were  carried  through  without 
discrimination  against  foreigners  and  evoked  relatively  small  protest. 
Nationalization  of  Mexico's  railroads  in  1937  was  received  as  quietly,  for 
Mexican  railroad  bonds  had  been  in  default  since  1910.  Oil  production 
presented  a  different  situation. 

Between  1934  and  1936,  oil  workers  called  frequent  strikes  which  the 
companies  considered  fostered  by  government  policy.  In  May,  1937,  they 
countered  another  strike  with  the  threat  to  halt  operations  and  so  deprive 
the  government  of  tax  revenue.  The  strike  continued.  In  December,  the 
Mexican  Federal  Mediation  Board,  to  which  the  workers  had  appealed, 
awarded  a  wage  increase  and  approved  union  participation  in  the  choice 
of  certain  supervisory  workers.  The  companies  appealed  to  the  Mexican 
Supreme  Court  for  an  injunction  against  enforcement  of  the  award.  At 
the  same  time,  they  urged  the  government  to  allow  them  to  grant  the 
wage  increase  only.  In  March,  1938,  the  Supreme  Court  found  all  por- 
tions of  the  award  justified,  and  declared  the  companies  in  contempt  for 
not  obeying  it.  When  that  disobedience  continued,  the  government  used 
the  power  to  expropriate  which  the  Mexican  Congress  had  granted  it  in 
1936.  Against  that  action  of  March  18,  1939,  the  companies  appealed 

1  See  above,  pp.  147-48;  294. 
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both  to  their  home  governments  and  to  the  Mexican  high  court.  In 
December,  the  Mexican  Supreme  Court  declared  that  the  expropriation 
had  been  carried  through  by  due  process.  The  Mexican  government  then 
offered  to  discuss  methods  for  indemnifying  the  companies,  thus  disap- 
pointing the  State  Department  which  had  hoped  the  cost  of  compensa- 
tion might  move  the  Mexican  government  to  alter  or  abandon  its  plans 
for  expropriation.  After  prolonged  discussion  in  November,  1941,  the  two 
governments  finally  negotiated  a  series  of  agreements  on  claims,  silver 
purchase,  and  stabilization  of  the  peso.  Bypassing  the  oil  companies,  they 
agreed  to  have  experts  value  the  expropriated  properties.  On  April  17, 
1942,  that  was  set  at  $23.99  million,  a  figure  the  companies  accepted.  To 
prove  its  intention,  the  Mexican  government  had  deposited  $9  million  in 
escrow;  the  United  States  Treasury  and  the  Export-Import  Bank  agreed 
to  help  finance  the  remainder.  Thus,  long-standing  causes  of  friction  were 
removed,  in  principle  at  least.  Intergovernmental  economic  relations  were 
so  far  improved  that  in  1950,  the  Export-Import  Bank  set  aside  $150 
million  for  loans  to  Mexico.  By  the  1950*s,  too,  Mexican  economic  na- 
tionalism had  been  so  far  soothed  that  Mexico  could  seek  private  United 
States  aid  in  developing  the  oil  at  issue. 

Whatever  the  merits  of  conciliating  Latin  America  by  refraining  from 
intervention,  that  could  scarcely  be  termed  a  positive  policy.  To  link  the 
nations  of  the  Western  Hemisphere,  cultural  and  economic  ties  must 
reinforce  political  effort.  Yet  Latin  America  had  long  taken  its  ideas  from 
France  and  Spain,  its  military  training  from  Germany,  and  found  the 
bulk  of  its  markets  in  Europe.  Particularly  after  1936,  as  the  European 
scene  darkened,  cultural  and  economic  relations  among  the  American 
republics  seemed  of  prime  importance.  The  United  States  army  and  navy 
helped  train  Latin-American  officers.  As  early  as  1930,  the  University  of 
Florida,  for  example,  set  up  an  Institute  of  Inter- American  Affairs  with 
the  object  of  promoting  greater  mutual  understanding.  Broader  interest 
in  Hispanic-American  culture  made  itself  evident  during  the  decade. 
United  States  audiences  heard  Latin-American  rhythms  with  an  appre- 
ciation that  verged  on  fad.  Artists  in  the  United  States  drew  inspiration 
from  the  notable  revival  of  the  mural  in  Mexico.  United  States  novelists 
used  Latin-American  settings  and  wrote  of  Latin-American  people  with 
a  new  understanding.  As  Europe  became  an  increasingly  unsatisfactory 
locale  for  escape,  those  in  search  of  the  exotic  turned  to  Mexico  and  even 
to  Guatamala  as  a  chosen  locale  for  immersing  themselves  in  the  truths 
of  primitive  living.  Notable  Brazilian  works  like  Gilbert  Freyre's  Masters 
and  Slaves  and  da  Cunha's  Rebellion  in  the  Backlands  were  made  avail- 
able in  English  while  anthologies  showed  the  variety  of  Latin-American 
work  in  fiction.  In  1940,  the  federal  government  showed  its  appreciation 
of  the  significance  of  this  aspect  of  international  relations  by  setting  up 
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an  Office  for  Coordination  of  Commercial  and  Cultural  Relations  with 
Latin  America.  Interestingly  enough,  United  States  interest  in  the  arts  of 
its  fellow  republics  made  them  newly  aware  of  each  other.  For  while 
people  in  the  United  States  tended  to  lump  their  southern  neighbors, 
Hispanic  Americans  often  were  more  aware  of  difference  than  likeness, 
less  interested  in  each  other's  artistic  achievements  than  in  those  of 
France  or  Spain. 

Between  1930  and  1933,  60  per  cent  of  Latin-American  bonds  were  in 
default.  By  the  terms  of  the  Johnson  Act  of  1934,  countries  in  that  posi- 
tion might  not  float  further  loans  in  the  United  States.  Nevertheless,  in 
1935,  Congress  provided  for  a  second  Export-Import  Bank  to  promote 
commerce  with  Latin  America.  By  1939,  the  Bank  had  $55.9  million  out- 
standing or  committed.2  United  States  investors,  moreover,  continued  to 
put  capital  into  manufacturing,  public  utility,  mining,  petroleum,  and 
other  enterprises  in  Latin  America.  These  accounted  for  39.59  per  cent  of 
all  United  States  direct  investments  in  1940  and  brought  investors  an 
annual  income  of  approximately  $175.5  million  at  rates  of  return  varying 
from  2.5  per  cent  in  Cuba  to  17.1  per  cent  in  Peru. 

The  outbreak  of  the  Second  World  War  in  September,  1939,  brought 
the  prospect  of  sharp  loss  to  Latin-American  nations.  Stockpiled  materials 
and  the  weakened  financial  position  of  Europe  as  a  whole  prevented 
marked  speculative  increase  in  the  price  of  Latin-American  raw  materials. 
Inadequate  shipping  and  submarine  blockades  threatened  the  physical 
basis  of  trade.  By  1940,  Latin  America  faced  the  loss  of  more  than  a 
quarter  of  its  annual  exports— and  most  Latin-American  economies  de- 
pended on  exporting  agricultural  staples  or  industrial  raw  materials. 
In  that  situation,  United  States  economic  foreign  policy  attempted  to 
cushion  the  effect  of  lost  markets  while  assuring  itself  supplies  of  essen- 
tial products.  An  Inter-American  Financial  and  Economic  Advisory  Com- 
mission was  organized  in  October,  1939,  to  deal  with  problems  of  cur- 
rency stability,  frozen  credits,  and  disposal  of  surplus  commodities. 
Congress  gave  the  Export-Import  Bank  $500  million  in  additional  capital. 
With  this,  the  Bank  extended  loans  to  increase  production  of  certain 
commodities,  to  make  it  possible  for  United  States  exporters  to  be  paid 
in  usable  transferable  funds,  rather  than  to  accumulate  frozen  balances, 
and  to  develop  local  industries.  Promising  for  the  future  was  the  plan  by 
which  the  Bank  agreed  to  lend  Brazil  $20  million  provided  that  Brazilian 
investors  would  put  $25  million  into  projects  for  developing  Brazilian  iron 
ore  deposits  into  a  local  steel  industry.  The  Bank  was  to  concur  in  plans 
for  purchase  of  machinery  and  materials  and  in  choice  of  management. 

2  See  above,  p.  428. 
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Political  fruit  of  the  Good  Neighbor  policy  ripened  between  1936  and 
1941.  In  January,  1936,  President  Roosevelt  proposed  that  the  Conference 
of  American  States  meet  in  extraordinary  session  to  discuss  problems  of 
peace  and  intellectual  co-operation.  The  suggestion  gave  rise  to  a  meeting 
at  Buenos  Aires  whose  most  notable  achievement  was  the  Declaration  of 
Principles  of  Inter-American  Solidarity  and  Co-operation.  This  proclaimed 
"common  ideals  of  peace  and  justice/'  and  proscribed  forcible  collection 
of  pecuniary  debts  as  "illegal."  All  differences  of  any  origin  or  nature 
were  to  be  settled  by  conciliation,  unrestricted  arbitration,  or  resort  to 
international  tribunals. 

Two  years  later  at  Lima,  the  Inter-American  Conference  gave  particu- 
lar attention  to  cultural  interchange:  40  of  the  112  points  in  the  final  act 
of  the  session  dealt  with  exchange  of  students  and  teachers,  better  use 
of  broadcasting,  and  greater  attention  to  each  other's  national  heroes, 
all  as  means  to  broaden  mutual  appreciation.  Politically,  the  Lima  Con- 
ference made  three  pronouncements  particularly  significant  for  a  world 
about  to  burst  into  war.  First:  The  Conference  reiterated  "as  a  funda- 
mental part  of  the  Public  Law  of  America  that  the  occupation  or  acquisi- 
tion of  territory  or  any  other  modification  or  territorial  or  boundary 
arrangement  obtained  through  conquest  by  force  or  by  non-pacific  means 
shall  not  be  valid  or  have  legal  effect"  Second:  Aliens  might  not  claim 
"collectively  the  condition  of  minorities'*  nor  should  they  exercise  the 
political  rights  given  them  by  their  own  countries*  laws.  Third:  Threat 
of  war  anywhere  constituted  cause  for  consultation  among  American 
foreign  ministers. 

In  accordance  with  that  statement  and  at  the  suggestion  of  Mexico, 
the  foreign  ministers  or  their  representatives  met  at  Panama  from  Sep- 
tember 23  to  October  3,  1939.  In  addition  to  a  program  for  blunting  the 
economic  impact  of  the  war  in  Europe,  the  Panama  Conference  reaffirmed 
the  Lima  declaration  of  unity.  It  appealed  to  the  belligerents  to  refrain 
from  the  use  of  poison  gas,  inflammable  liquids  or  bacteria,  or  "unneces- 
sarily rigorous  measures  upon  civilian  populations."  In  declaring  neutral- 
ity, the  Conference  recommended  that  the  participants  act  "to  eradicate 
from  the  Americas  the  spread  of  Doctrines  that  tend  to  place  in  jeopardy 
the  common  inter-American  democratic  ideal."  The  Declaration  of 
Panama  asserted  that  "there  can  be  no  justification  for  the  interests  of  the 
belligerents  to  prevail  over  the  rights  of  neutrals  causing  disturbances 
and  suffering  to  nations  which  by  their  neutrality  in  the  conflict  and  their 
distance  from  the  scene  of  events,  should  not  be  burdened  with  its  fatal 
and  painful  consequences."  Within  a  line  extending  300  miles  into  the 
Atlantic  from  Passamaquoddy  Bay  to  the  Strait  of  Juan  de  Fuca?  bel- 
ligerents were  to  refrain  from  action.  To  enforce  that  demand,  the  nations 
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of  the  Western  Hemisphere  agreed  to  make  joint  representations  to  the 
belligerents,  to  consult  with  each  other,  and  to  maintain  patrols. 

After  the  fall  of  Western  Europe  in  June,  1940,  the  Good  Neighbor 
policy  acquired  further  positive  content.  France  and  the  Netherlands  had 
possessions  in  the  Western  Hemisphere.  The  Monroe  Doctrine  might  have 
justified  unilateral  action  by  the  United  States.  Instead,  Secretary  of  State 
Hull  suggested  and  Cuba  responded  with  an  invitation  for  an  emergency 
Conference  of  American  States.  This  met  at  Havana,  July  21  to  30,  1940. 
The  participants  repeated  the  pledges  made  at  Panama,  undertook  not 
to  allow  their  territories  to  be  used  as  bases  for  attacks  against  each 
other,  and  agreed  to  exchange  information  "on  activities  which  may 
develop  within  the  territory  and  jurisdiction  of  any  American  Republic 
that  tend  to  endanger  the  common  American  democratic  ideal."  If  any 
republic  were  threatened  by  the  activities  of  foreign  governments  or 
groups,  all  might  consult  on  request  of  interested  states.  Once  again,  the 
American  nations  condemned  hostilities  within  the  "safety  zone"  marked 
out  at  Panama.  Furthermore,  if  any  American  area  were  threatened  with 
change  of  sovereignty  as  the  result  of  war,  the  other  American  nations 
might  set  up  a  provisional  administration  for  that  territory.  Any  republic 
might  take  emergency  action  on  its  own  account,  but  it  might  seek  no 
economic  privileges  and  it  was  to  consult  with  the  Inter-American  Com- 
mittee for  Territorial  Administration.  For,  transfer  of  the  sovereignty  or 
possession  of  American  territories  would  be  regarded  as  "against  Ameri- 
can sentiments  and  principles  and  the  rights  of  American  States  to  main- 
tain their  security  and  political  independence."  No  "transfer  or  attempt 
to  transfer  or  acquire  any  interest  or  right  in  any  such  region,  directly  or 
indirectly,  would  be  recognized  or  accepted  by  the  American  Republics 
no  matter  what  form  was  employed  to  attain  such  purposes." 

Thus,  the  words  "Hemisphere  Solidarity"  were  given  economic  and 
political  content.  Despite  real  differences  of  power  and  political  practice, 
and  for  all  the  blunders  of  the  past,  the  United  States  and  the  republics 
of  Hispanic  America  showed  themselves  able  to  act  together  for  a  com- 
mon purpose. 

To  complete  the  unity  of  the  Western  Hemisphere,  the  turn  of  the 
decade  brought  Canada  into  the  inter-American  orbit.  In  August,  1938, 
President  Roosevelt  delivered  an  address  at  Kingston,  Ontario,  in  which 
he  pledged  that  the  United  States  would  "not  stand  idly  by  if  domination 
of  Canadian  soil  were  threatened"  by  any  empire  but  Britain's.  In  August, 
1940,  and  in  spite  of  Canada's  belligerence  and  United  States  neutrality, 
the  two  nations  set  up  a  Joint  Board  of  Defense  to  guard  themselves 
against  the  future.  By  implication,  at  least,  a  Germany  victorious  in  the 
struggle  with  Britain  would  not  be  allowed  to  reap  the  fruits  on  the  west 
shore  of  the  Atlantic. 
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THE  STRUGGLE  FOR  NEUTRALITY 

Paradox  sounded  the  keynote  of  the  United  States  foreign  policy  during 
the  1930's.  To  restore  prosperity,  foreign  trade  must  be  revived.  Accord- 
ingly, the  reciprocal  trade  agreements  program  became  an  important  part 
of  American  economic  foreign  policy.  Yet  the  Roosevelt  administration 
hesitated  to  take  action  to  further  international  monetary  stability.  Simi- 
larly, on  the  political  level,  Americans  attempted  to  legislate  themselves 
out  of  involvement  in  struggles  for  world  power,  while  economic  and 
political  realities  made  the  United  States  a  determining  element  in  such 
struggle. 

The  character  and  effect  of  the  reciprocal  trade  agreements  program 
of  1934  have  already  been  discussed.3  After  a  preliminary  meeting  at 
Washington  in  April  a  World  Economic  Conference  finally  assembled  at 
London  on  June  14,  1933.  European  spokesmen  were  most  interested  in 
restoring  currency  stability,  for  since  both  Britain  and  the  United  States 
had  abandoned  the  gold  standard,  international  trade  and  currency  deal- 
ing threatened  to  become  a  peculiar  sort  of  "sale"  with  nations  depreciat- 
ing their  currencies  in  order  to  attract  foreign  buyers.  Particularly  en- 
dangered by  this  were  the  currency  positions  of  the  Netherlands  and 
France  which  still  struggled  to  remain  on  gold.  In  May,  President  Roose- 
velt authorized  the  United  States  to  participate  in  separate  stabilization 
discussions  among  representatives  of  die  principal  central  banks.  By  mid- 
June,  those  negotiations  terminated  in  an  agreement  for  stabilizing  the 
franc,  pound,  and  dollar  in  relation  to  each  other  for  the  duration  of  the 
London  Conference.  On  June  21,  the  President  rejected  the  proposal  and 
ordered  United  States  Federal  Reserve  representatives  to  cease  negotia- 
tions. Discussions  on  stabilization  were  resumed,  nonetheless,  and  late  in 
the  month  a  joint  declaration  stated  that  stability,  measured  by  gold, 
should  be  restored  as  soon  as  possible  but  that  the  time  and  level  of 
stabilization  should  be  left  to  the  discretion  of  each  participant. 

Such  a  qualification  made  the  declaration  all  but  meaningless.  Never- 
theless, with  United  States  prices  rising  in  expectation  of  monetary  infla- 
tion, even  the  rumor  of  stabilization  had  a  damping  effect.  But  the  revival 
of  the  American  economy  through  a  rise  in  prices  constituted  a  prime 
objective  of  the  New  Deal.  Hence,  on  July  2,  1933,  President  Roosevelt 
declared  himself  opposed  to  the  project,  for  the  world's  real  need  was  re- 
vival of  prices,  production,  and  trade,  not  the  temporary  re-establishment 
of  fixed  ratios  among  a  few  currencies.  The  President's  cable  had  a  bomb's 
effect  both  upon  Professor  Moley,  who  regarded  the  declaration  as  a 
gesture  rather  than  a  commitment,  and  upon  Moley's  rival  as  Presidential 

3  See  above,  pp.  425-27. 
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adviser,  Secretary  of  State  Hull,  who  hoped  that  United  States  accept- 
ance of  the  declaration  might  open  the  way  to  lower  trade  barriers.  To 
the  European  participants  in  the  Conference,  the  President's  cable  indi- 
cated that  the  United  States  had  decided  upon  economic  isolation  and 
that  further  discussions  would  be  futile.  The  London  Economic  Confer- 
ence adjourned  without  real  result,  therefore,  and  economic  nationalism 
gathered  new  strength  from  its  failure.  In  September,  1936,  however,  and 
upon  American  initiative,  the  United  States  entered  upon  a  tripartite 
agreement  with  England  and  France  to  stabilize  their  currencies  in  rela- 
tion to  each  other,  although  each  party  reserved  the  right  to  put  satis- 
factory internal  price  levels  above  maintenance  of  stable  international 
monetary  relationships. 

In  1934?  Congress  adopted  the  Johnson  Act.  This  provided  that  no 
nation  in  debt  default  might  float  security  issues  in  the  United  States. 
Behind  enactment  of  the  statute  lay  resentment  at  European  repudiation 
of  payment  on  debts  of  World  War  I,  at  debt  default  by  Latin-American 
nations,  and  at  the  manipulations  by  which  the  German  government 
debased  its  currency  and  began  buying  back  its  obligations  at  a  discount. 
Yet  while  Congress  thus  attempted  to  punish  defaulting  debtors  it  organ- 
ized Export-Import  Banks  and  provided  them  with  funds  to  extend  credit 
and  facilitate  trade  with  Russia  and  Hispanic  America. 

In  the  arena  of  power  politics,  American  policy  showed  similar  incon- 
sistencies. In  May,  1933,  two  months  after  Hitler's  Nazis  won  a  plurality 
in  the  German  Reichstag  and  proceeded  to  organize  Germany  as  a  totali- 
tarian dictatorship,  President  Roosevelt  urged  all  heads  of  states  to 
"solemnly  reaffirm  the  obligations  they  have  assumed  to  limit  and  reduce 
their  armaments,  and  provided  those  obligations  are  faithfully  executed 
by  all  signatory  powers,  individually  agree  that  they  will  send  no  armed 
forces  of  whatever  nature  across  their  frontiers."  A  week  later,  on  May  22, 
Norman  H.  Davis,  American  observer  at  the  Geneva  Disarmament  Con- 
ference, was  instructed  to  say  that  if  other  states  declared  a  third  party 
"guilty  of  a  breach  of  the  peace  or  violation  of  its  international  obliga- 
tions," and  if  the  United  States  agreed  with  that  finding,  it  would  not 
use  its  neutral  rights  to  interfere  with  League  sanctions  against  the 
offender.  On  May  29,  nevertheless,  Davis  declared  that  the  United  States 
would  "not  participate  in  European  political  negotiations  and  settle- 
ments" nor  "make  any  commitment  whatever  to  use  its  armed  forces  for 
the  settlement  of  any  dispute  anywhere." 

In  1934,  Senators  Vandenberg  and  Nye  offered  and  the  Upper  House 
adopted  a  resolution  for  inquiry  into  the  relationship  between  United 
States  financial  interests  or  munitions  makers  and  the  Allies  of  World 
War  I.  The  investigation  showed  numerous  abuses:  the  manufacture  of 
war  "scares";  enormous  profits  on  World  War  I  armament  contracts;  Navy 
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miscalculations  of  cost  differentials  between  construction  in  private  ship- 
yards and  its  own.  The  Committees  final  report  declared  that  war  re- 
quired a  huge  and  swift  increase  in  arms  production  which  "could  not 
be  done  without  profiteering  and  mountainous  debts  and  inflation."  Hope 
for  profit  had  created  a  situation  which  carried  the  United  States  into 
World  War  I.  If  the  United  States  wished  to  escape  future  involvement, 
it  must  pay  the  price  of  neutrality. 

In  1935,  the  United  States  demonstrated  both  its  desire  to  remain  aloof 
and  its  willingness  to  meet  the  costs  of  isolation.  That  January,  President 
Roosevelt  presented  the  amended  protocol  of  the  World  Court  for  Inter- 
national Justice  to  the  Senate.  By  a  vote  of  52  to  36,  7  short  of  the  needed 
two-thirds  majority,  the  Senate  refused  to  ratify.  President  Roosevelt 
might  urge  European  nations  to  honor  their  international  obligations;  the 
legislative  representatives  of  the  American  people  evidently  agreed  that 
United  States  intervention  in  European  struggles  for  power  benefited 
neither  Europe  nor  itself. 

Accordingly,  on  August  31,  1935,  Congress  adopted  the  first  in  a  series 
of  measures  which,  in  effect,  abandoned  the  concepts  of  neutral  rights 
for  which  the  United  States  had  contended  since  1812.  By  joint  resolu- 
tion, in  event  of  a  state  of  war,  the  President  was  required  to  forbid  the 
export  of  arms  or  munitions  to  either  belligerent  and  to  prevent  Ameri- 
cans from  traveling  on  belligerent  ships.  In  1936,  the  Johnson  Act  of  1934 
was  supplemented  by  a  statute  forbidding  non-American  belligerents 
to  float  loans  in  the  United  States.  Then,  the  following  year,  Congress 
supplanted  temporary  measures  by  a  permanent  Neutrality  Act.  The 
law  of  1937  authorized  the  President  to  proclaim  a  state  of  war,  inter- 
national or  civil.  Upon  such  proclamation,  the  following  were  banned: 
sale  of  arms;  extension  of  credit  for  longer  than  90  days;  travel  on  belliger- 
ent ships;  carriage  of  arms  on  American  ships;  or  arming  of  American 
merchantmen.  The  President  was  given  discretionary  authority  to  limit 
American  ships  to  carrying  goods  already  paid  for,  to  ban  use  of  United 
States  ports  by  belligerents,  or  to  close  them  to  belligerent  submarines 
or  armed  merchant  vessels.  Earlier  in  1937,  only  intensive  Presidential 
opposition  secured  defeat  of  the  Ludlow  Amendment,  providing  for  a 
referendum  before  declaration  of  war;  the  vote  in  the  House  of  Repre- 
sentatives was  209  to  188. 

Sweeping  as  were  the  neutrality  laws  of  1935-37,  they  could  be  effec- 
tive only  after  the  President  proclaimed  a  state  of  war.  Although  the 
neutrality  acts,  like  the  Ludlow  Amendment,  were  influenced  by  the 
notion  that  a  misguided  President  had  carried  the  United  States  into 
World  War  I,  measures  intended  to  prevent  repetition  of  the  error  were 
left  to  the  Executive  for  enforcement. 

In  1935,  when  Italy  invaded  Ethiopia,  the  arms  embargo  was  applied— 
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after  isolationist  senators  had  threatened  to  prevent  adjournment  by  a 
filibuster— but  gasoline  and  oil  shipment  continued,  although  those  were 
as  necessary  to  warmaking  as  guns  or  ammunition.  In  November,  when 
the  $25,000  monthly  average  of  United  States  trade  with  Italy  during 
1934  had  expanded  to  $600,000,  Secretary  of  State  Hull  suggested  that 
commerce  with  belligerents  in  wartime  should  not  be  expanded  beyond 
the  level  of  the  previous  five  years.  Enthusiasm  for  removing  profits  from 
supplying  belligerents  did  not  rise  that  high.  In  the  spring  of  1936,  when 
Franco's  rebels  attacked  the  legally  elected  government  of  Spain,  Presi- 
dent Roosevelt  invoked  the  Neutrality  Act  and  embargoed  arms  ship- 
ments to  Spain.  In  dealing  with  Japanese  aggression  against  China,  the 
law  was  barely  mentioned.  Indeed,  the  United  States  acted  as  if  it 
accepted  Japan's  contention  that  armed  invasion  and  seizure  of  Chinese 
territory  did  not  constitute  war.  For  if  it  did,  the  United  States  must 
embargo  arms  shipments  to  China  as  well  as  Japan  and  so  further  damage 
the  position  of  the  weaker  party. 

Whatever  its  sympathies,  the  United  States  did  not  intend  to  be  drawn 
into  a  Pacific  conflict.  Use  of  the  neutrality  law  to  ban  raw  material  ship- 
ments to  Japan  might  impel  the  latter  to  seek  oil,  tin,  and  rubber  directly, 
by  attacking  British  Malaya  and  the  Netherlands  East  Indies.  Although 
independence  for  the  Philippines  had  been  a  Democratic  policy  since 
the  Wilson  administration,  fulfilment  of  that  promise  was  hastened  by 
desire  to  escape  Pacific  entanglement  as  well  as  by  protectionists'  eager- 
ness to  levy  tariffs  on  Philippine  coconut  oil  and  sugar.  Accordingly, 
Congress  adopted  the  Tydings-McDuffie  Act  in  1934,4  While  that  leg- 
islative action  may  have  demonstrated  the  good  faith  of  two  genera- 
tions of  anti-imperialists,  it  did  not  keep  the  United  States  out  of  war 
in  the  Pacific. 

So  low  did  the  administration  rate  American  chances  of  keeping  out  of 
future  world  conflict  that  it  stressed  navalism  and  war  preparation  after 
1935.  In  the  fiscal  year  1934,  the  United  States  spent  $540  million  on 
defense;  in  1936,  it  spent  $911  million.  And  a  Congress  apparently  deter- 
mined to  have  the  United  States  avoid  involvement  in  war  demonstrated 
its  doubts  by  voting  for  greater  naval  expenditures.  Four  factors  influ- 
enced Congressional  readiness  to  increase  naval  spending.  First:  By  1935, 
naval  disarmament  was  an  evident  failure.  Japan  denounced  the  Wash- 
ington naval  limitation  treaty  of  1921  in  1934;  the  following  year,  it 
withdrew  from  a  conference  called  to  prevent  the  naval  arms  race  which 
seemed  imminent  after  1936.  Second:  In  Europe,  Germany  repudiated 
the  Versailles  settlement.  Italy  attacked  Ethiopia,  a  fellow  member  of 
the  League  of  Nations.  Both  fascist  powers  proclaimed  expansion  the  core 

4  See  above,  p.  293. 
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of  their  foreign  policy,  which  meant  war  in  fact  since  no  desirable  real 
property  lay  unclaimed.  Third:  In  the  Far  East,  tension  mounted  steadily 
as  Japan  invaded  Manchuria  in  1931,  embarked  on  naval  expansion,  and 
attacked  China  proper  in  1937.  Fourth:  The  depression  of  1937-38  made 
naval  building  a  politically  feasible  form  of  government  support  to  the 
economy. 

Actually,  naval  building  had  begun  as  early  as  1933,  when  $238  million 
in  appropriations  under  the  NIRA  was  earmarked  for  naval  construction. 
In  1934,  the  Vinson-Trammel  Act  provided  that  thenceforth  naval  build- 
ing should  proceed  on  a  tonnage  basis  rather  than  by  the  old  method  of 
prescribing  a  given  number  of  vessels.  Between  1933  and  1936,  the  objec- 
tive of  naval  building  was  bringing  the  United  States  navy  to  treaty 
strength— the  limit  fixed  by  the  agreements  of  1921  and  1930— within  six 
to  eight  years.  In  the  period  1937-38,  the  objective  became  a  navy  power- 
ful enough  to  protect  the  United  States  in  both  oceans.  After  considerable 
struggle  in  Congress  in  1938,  the  building  program  was  increased  by  20 
per  cent.  Between  1933  and  1940,  215  combatant  ships  were  laid  down 
or  commissioned  and  $1.487  billion  spent  on  naval  construction. 

BETWEEN  TWO  FIRES 

By  1937-38,  therefore,  United  States  foreign  policy  was  caught  between 
two  fires.  Americans  wished  to  stand  aloof  from  the  consequences  of 
struggles  for  power  in  Europe  and  Asia.  Yet  the  American  people  and 
their  government  were  concerned  by  the  advance  of  fascism  and  its  out- 
right repudiation  of  international  obligations.  American  Pacific  policy  was 
no  less  ambiguous.  In  1931,  with  China  growing  increasingly  unified  and 
economically  independent,  Japan  attacked  in  Manchuria  lest,  ultimately, 
it  lose  its  specially  privileged  position  in  that  province.  On  September  22, 
the  League  of  Nations  urged  Japan  and  China  to  cease  hostilities.  In 
November,  Secretary  of  State  Stimson  informed  the  League  that  the 
United  States  would  not  block  use  of  sanctions  against  Japan.  Another 
note  of  January  7,  1932,  told  the  Japanese  that  the  United  States  could 
not  admit  the  legality  of 

any  situation  de  facto  nor  does  it  intend  to  recognize  any  treaty  or  agreement  en- 
tered into  between  those  Governments  [i.e.  Japan  and  China]  or  agents  thereof 
which  may  impair  the  treaty  rights  of  the  United  States  or  its  citizens  in  China, 
including  those  which  relate  to  the  sovereignty,  the  independence,  or  the  terri- 
torial and  administrative  integrity  of  the  Republic  of  China,  or  the  international 
policy  relative  to  China,  commonly  known  as  the  open-door  policy;  and  that  it 
does  not  intend  to  recognize  any  situation,  treaty  or  agreement  which  may  be 
brought  about  by  means  contrary  to  the  covenants  and  obligations  of  the  Pact 
of  Paris  of  August  27,  1928,  to  which  Treaty  both  China  and  Japan,  as  well  as 
the  United  States  are  parties. 
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Britain  refused  to  join  the  United  States  in  invoking  the  Nine-Power 
Treaty 5  at  that  time,  but  it  did  send  two  cruisers  to  Shanghai.  Their 
presence,  the  United  States  Asiatic  fleet,  and  the  fighting  power  of  the 
Chinese  19th  Route  Army  persuaded  the  Japanese  to  withdraw  from 
Shanghai  in  1932.  That  October,  the  League's  Lytton  Commission  con- 
demned the  Japanese  invasion  of  Manchuria  but  urged  that,  while  China 
retain  sovereignty,  Japan  be  granted  special  rights  in  that  province,  Japan 
had  already  recognized  the  new  independent  state  of  Manchukuo  in  that 
territory.  When,  on  February  24,  1933,  the  League  adopted  the  Lytton 
report  declaring  the  Manchurian  invasion  in  conflict  with  Japan's  interna- 
tional obligations,  Japan  replied  by  withdrawing  from  the  League  in 
March. 

The  Roosevelt  administration  upheld  the  Stimson  Doctrine  of  non- 
recognition  of  the  gains  of  aggression,  but  it  ceased  addressing  strong 
words  to  the  Japanese  Foreign  Office.  Nevertheless,  after  Japan  had 
warned  other  powers  against  economic,  financial  or  political  undertakings 
hostile  to  Japanese  interests  and  after  American  enterprises  in  China  had 
borne  the  weight  of  discrimination,  the  United  States  declared,  on  April 
30,  1934,  that  it  was  associated  with  both  China  and  Japan  in  numerous 
treaty  arrangements,  and  continued; 

Treaties  can  lawfully  be  modified  or  be  terminated  only  by  processes  prescribed 
or  recognized  or  agreed  upon  by  the  parties  to  them. 

In  the  international  associations  and  relationships  of  the  United  States,  the 
American  Government  seeks  to  be  duly  considerate  of  the  rights,  the  obliga- 
tions, and  the  legitimate  interests  of  other  countries,  and  it  expects  on  the  part 
of  other  governments  due  consideration  of  the  rights,  the  obligations,  and  the 
legitimate  interests  of  the  United  States.  In  the  opinion  of  the  American  people 
and  the  American  Government,  no  nation  can,  without  the  assent  of  the  other 
nations  concerned,  rightfully  endeavor  to  make  conclusive  its  will  in  situations 
where  there  are  involved  the  rights,  the  obligations,  and  the  legitimate  interests 
of  other  sovereign  states. 

However,  the  United  States  limited  itself  to  statements  of  its  legal 
rights  and  its  indignation  at  their  being  violated.  When  Japan  invaded 
China  after  the  incident  at  the  Marco  Polo  Bridge  on  July  7,  1937,  the 
United  States  offered  its  good  offices.  In  September,  the  State  Department 
declared  the  United  States  would  take  parallel  but  not  joint  action  with 
the  League  of  Nations.  American  citizens  were  urged  to  leave  Shanghai. 
Despite  notes  stressing  American  rights,  American  interests  were  rela- 
tively unimportant.  United  States  investments  in  China  totaled  $132 
million,  of  which  $40  million  was  defaulted  debt,  and  $40  million  more 
the  property  of  charitable  and  missionary  groups.  That  nations  with 
larger  interests  were  no  more  willing  to  act  is  shown  by  the  small  response 

5  See  above,  p.  290. 
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wakened  by  President  Roosevelt's  suggestion,  on  October  5,  1937,  that 
treaty-abiding  nations  Join  to  "quarantine"  aggressors.  To  be  sure,  the 
League  of  Nations  urged  signatories  of  the  Nine-Power  Treaty  to  consult 
as  that  instrument  provided.  The  Brussels  Conference  which  assembled 
accordingly  adjourned  in  futility  at  the  end  of  November,  for  Japan 
refused  to  admit  its  jurisdiction.  On  December  12,  Japanese  planes 
bombed  and  sunk  the  United  States  gunboat  Panay  and  3  American 
merchantmen  in  the  Yangtze.  Congress  supported  the  demand  for  apology 
and  compensation— both  of  which  were  promptly  forthcoming— but  it 
refused  to  appropriate  money  for  fortifying  Guam. 

Toward  the  march  of  European  fascism,  Americans  had  ambivalent 
attitudes.  Whatever  fascism's  sins  against  democracy,  Mussolini  was 
presumed  to  have  made  Italian  trains  run  on  time.  Nor  could  denuncia- 
tion of  his  invasion  of  Ethiopia  be  regarded  too  seriously  by  those  who 
reflected  on  the  processes  of  empire  building.  The  Nazi  regime  in  Ger- 
many might  be  ruthless  with  domestic  dissenters  and  uncomfortably 
competent  in  using  its  debtor  position  as  a  means  of  taking  markets  from 
its  competitors,  but  dictator  Hitler  had  declared  himself  the  enemy  of 
communism,  a  fact  which  atoned  for  many  deficiencies. 

Even  the  collapse  of  the  post- Versailles  settlement  did  not  seem  a 
disaster  to  Americans  who  had  come  to  regard  that  as  impractical  and 
unjust.  Revision  of  treaties  by  forcible  unilateral  action  was  disturbing, 
to  be  sure,  but  it  could  scarcely  be  termed  unprecedented.  Neverthe- 
less, the  events  of  1933-38  followed  one  upon  the  other  as  if  plotted 
by  a  dramatist  with  apocalyptic  vision.  In  January,  1935,  the  plebiscite 
provided  in  the  Treaty  of  Versailles  awarded  rule  of  the  Saar  basin  to 
Germany.  Thereafter,  Hitler  undertook  to  rearm  without  concealment. 
Germany  withdrew  from  the  Geneva  Disarmament  Conference  of  1933 
on  October  14,  and  on  the  same  day  ended  its  membership  in  the  League 
of  Nations.  On  March  8,  1936,  Germany  denounced  the  Locarno  Treaty 
by  which  it  had  pledged  itself  to  nonaggression,  and  sent  troops  into  the 
demilitarized  zone  of  the  Rhineland.  Eleven  days  later,  the  League  found 
that  Germany  had  breached  her  treaties.  The  next  three  years  demon- 
strated the  ineffectiveness  of  international  undertakings  when  not  backed 
by  international  force. 

In  1936,  Germany  and  Japan  concluded  an  anti-Comintern  Pact  to 
demonstrate  that  their  real  object  was  protecting  the  rest  of  the  world 
against  communism.  The  following  year,  Italy  joined  them.  On  March  11, 
1938,  Hitler  took  his  first  step  against  communism  by  attacking  Austria, 
currently  under  semifascist  rule.  In  two  days,  by  force,  dictatorship 
joined  Germany  and  post- Versailles  Austria,  an  economically  logical  step 
which  had  been  forbidden  the  German  republic.  In  April,  President 
Roosevelt  made  the  first  of  a  series  of  personal  appeals  for  peace  and 
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international  order:  if  Hitler  and  the  German  people  did  not  want  war, 
they  need  not  have  it,  the  President  told  the  dictator.  If  the  latter  were 
ready  to  assure  his  neighbors,  Scandinavia,  the  Low  Countries,  Britain, 
France,  and  Russia  that  he  intended  no  invasion  in  Europe  or  the  Near 
East,  the  United  States  would  act  as  intermediary  in  securing  reciprocal 
assurances.  Thereafter,  all  parties  could  undertake  discussions— in  which 
the  United  States  would  take  part— of  the  prime  essentials:  reduction  of 
armaments  and  freeing  of  international  trade  to  open  markets  and  sources 
of  raw  materials  in  all  countries. 

The  President's  proposal  evoked  no  reply.  In  the  fall  of  1938,  Hitler 
demanded  that  Czechoslovakia  cease  oppressing  its  German  minority  in 
the  Sudetenland.  Czechoslovakia  was  a  member  of  the  Little  Entente 
along  with  Poland  and  Rumania,  and  beneficiary  of  an  alliance  with 
France  besides.  Before  Hitlers  threats-and  soldiers— alliances  faded. 
After  a  series  of  conferences,  British  Prime  Minister  Neville  Chamberlain 
returned  from  Munich  at  the  end  of  September  with  word  of  his  bargain: 
"Peace  in  our  time,"  in  exchange  for  a  portion  of  Czechoslovakia. 

Between  September,  1938,  and  September,  1939,  Europe  lived  through 
a  "war  of  nerves."  In  March,  Hitler  dismembered  Czechoslovakia  and 
took  Memel  from  Lithuania.  In  April,  Mussolini  invaded  Albania.  Ger- 
many and  Italy  transformed  their  emulative  friendship  into  a  formal 
alliance,  the  Berlin-Rome  Axis  on  which  they  meant  the  future  world 
to  turn.  France  and  Britain  pledged  aid  to  Poland,  Rumania,  and  Greece 
should  they  be  attacked.  The  two  powers  also  undertook  intensive  re- 
armament programs  while  they  attempted  to  rebuild  a  European  balance 
of  power  by  drawing  Russia  to  their  side. 

On  August  21,  1939,  Germany  and  Russia  concluded  a  nonaggression 
pact.  German  pressure  against  Poland  continued  Between  August  23 
and  25,  President  Roosevelt  appealed  to  the  King  of  Italy,  the  President 
of  Poland,  and  Hitler  to  settle  the  dispute  peacefully.  On  September  1, 
Nazi  tanks  crossed  the  Polish  border.  Britain  delivered  an  ultimatum. 
German  troops  moved  farther  into  Poland.  Two  days  later,  Prime  Min- 
ister Chamberlain  announced  the  end  of  peace  in  his  time. 

BEYOND  THE  CONFLICT 

On  September  5,  1939,  President  Roosevelt  proclaimed  United  States 
neutrality  with  the  observation  that  the  American  people  were  not  asked 
to  "close  mind  or  conscience"  to  events  abroad.  A  few  days  later,  the 
President  declared  a  limited  national  emergency  which  allowed  wider 
exercise  of  Executive  powers.  On  November  4,  a  Congress  called  into 
special  session  finally  revised  the  Neutrality  Act  of  1937.  As  early  as  June, 
1939,  the  administration  had  urged  modification,  but  an  important  seg- 
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ment  of  Senate  opinion  agreed  with  Senator  Borah  that  their  superior 
sources  of  information  assured  them  war  was  only  a  remote  possibility. 
The  Neutrality  Act  of  1939  set  up  a  National  Munitions  Control  Board 
to  license  arms  exports.  Instead  of  absolute  ban  upon  shipment  of  arms 
and  munitions  to  belligerents,  the  new  law  provided  that  these  might  be 
bought  in  the  United  States  if  the  purchaser  paid  cash  and  carried  off  the 
goods  in  his  own  ships.  United  States  nationals  were  not  to  travel  on 
belligerent  vessels.  United  States  merchantmen  were  not  to  be  armed, 
nor  to  carry  war  materials,  nor  even  enter  belligerent  ports  in  Europe 
and  Africa. 

Thus,  Congress  yielded  all  the  neutral  rights  for  which  the  Wilson 
administration  had  contended,  yet  made  it  possible  for  Britain  and  France 
to  supply  themselves  from  American  factories. 

Except  for  the  Russo-Finnish  conflict  of  1939-40,  which  prompted  the 
League  of  Nations  to  expel  the  former  for  aggression,  the  events  of  that 
winter  seemed  to  justify  military  experts  who  declared  that  mobility  had 
disappeared  from  modern  warfare.  For  French  and  German  troops  settled 
into  their  opposing  fortifications:  day  after  day,  communiques  announced 
"patrol  action'*  while  observers  talked  of  a  "phony  war." 

In  the  spring,  the  Germans  proved  the  experts7  quality.  On  April  9, 
1940,  Nazi  armies  invaded  neutral  Norway  and  Denmark;  on  May  10, 
Germany  struck  at  France  through  the  neutral  Low  Countries.  Prime 
Minister  Chamberlain  resigned  that  day  and  was  succeeded  by  Winston 
Churchill  on  May  12.  President  Roosevelt,  on  April  29,  had  made  a  per- 
sonal appeal  to  Mussolini  to  continue  to  keep  Italy  out  of  the  fighting. 
The  dictator's  reply  of  May  2  called  attention  to  the  fact  that  Italy  had 
never  concerned  itself  with  inter-American  relations  and  might  therefore 
ask  for  "reciprocity  with  regard  to  European  affairs."  On  June  12,  Italy 
declared  war  on  France.  Five  days  later,  France  asked  an  armistice.  From 
Stavanger  to  the  Pyrenees,  the  Germans  ruled  the  Atlantic  coast  of  the 
continent.  Russia  and  the  United  States  remained  neutral  and  only 
Britain  fought. 

American  neutrality  was  of  a  variety  novel  in  international  law.  On 
June  19,  in  accordance  with  a  Senate  resolution,  the  United  States 
informed  the  belligerents  it  would  not  recognize  nor  allow  transfer  of  the 
sovereignty  of  Western  Hemisphere  territory  as  a  result  of  European 
conquests.  Within  a  month,  the  Havana  Conference  of  American  States 
set  up  machinery  for  protecting  French  and  Netherlands  possessions  in 
the  Caribbean.  Furthermore,  the  United  States  impounded  assets  and 
credits  held  by  nationals  of  the  conquered  countries.  So  far  as  American 
control  or  influence  extended,  the  Nazis  would  get  no  profit  of  their 
conquests.  In  December,  1939,  President  Roosevelt  had  set  up  an  Inter- 
departmental Committee  for  the  Coordination  of  Foreign  and  Domestic 
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Military  Purchases.  This  group  of  advisers  from  the  War,  Navy,  and 
Treasury  Departments,  sought  to  avoid  competitive  bidding  between 
United  States  and  foreign  military  procurement  and  was  particularly 
serviceable  in  getting  arms  to  Britain  after  the  defeat  at  Dunkirk.  In 
1940,  the  Export  Control  Act  further  increased  Executive  power  by 
allowing  the  President  to  reject  applications  for  the  export  licenses  re- 
quired under  the  Neutrality  Act  of  1939.  Thus,  arms,  planes,  ammunition, 
tools,  and  other  materials  might  be  withheld  from  a  belligerent  despite 
the  neutrality  law.  Congress  extended  export  controls  in  1944  and  by 
enactments  of  1946  and  1947  continued  them  into  the  postwar  period. 

Meanwhile,  defense  programs  were  speeded.  Betwen  1933  and  1937, 
the  United  States  spent  $3.75  billion  for  defense,  In  1938  and  1939,  appro- 
priations totaled  $2,19  billion,  and  the  Maritime  Commission  increased  its 
building  program  besides.  By  1940,  Navy  expenditures  were  46  per  cent 
and  Army  spending  45  per  cent  above  the  level  of  1937-38,  when  rearma- 
ment began.  Between  June  11  and  June  13,  1940,  Congress  appropriated 
$1.18  billion  for  defense.  On  June  26,  it  added  $1.75  billion;  on  Septem- 
>ber  9,  appropriations  were  increased  by  $5  billion.  Between  May,  1940 
and  January,  1941,  Congress  appropriated  $28  billion  to  arm  the  United 
States. 

In  August  and  September,  1940,  the  pace  quickened  and  defense  be- 
came more  than  appropriating  money.  On  August  27,  after  more  than  two 
months  of  delay,  Congress  authorized  the  President  to  call  up  the  reserves 
and  bring  the  National  Guard  into  federal  service.  A  month  later,  Japan 
joined  the  Axis:  Italy,  Germany,  and  Japan  agreed  that  if  any  were 
attacked  by  a  power  not  involved  in  the  war,  the  others  would  aid- politi- 
cally, economically,  and  militarily.  In  September,  President  Roosevelt 
announced  that  in  exchange  for  bases  from  Newfoundland  to  the  West 
Indies,  the  United  States  had  given  England  50  over-aged  destroyers. 
Later  that  month,  for  the  first  time  in  United  States  history,  men  were 
conscripted  into  military  service  while  the  nation  was  still  at  peace.  All 
men  between  the  ages  of  18  and  35  were  required  to  register  and  an 
initial  draft  of  800,000  was  authorized.  Between  September  17  and  Octo- 
ber 16, 1940, 125,000  draft  boards  registered  16  million  men. 

Yet,  so  far  as  inquiry  could  show,  the  American  people  wanted  the 
United  States  to  stay  out  of  war.  Thus,  in  1939,  81  per  cent  of  the  persons 
queried  blamed  Germany  for  World  War  II  and  88  per  cent  opposed 
United  States  participation.  Less  than  40  per  cent  of  those  questioned 
favored  conscription  in  October,  1939;  by  August,  1940,  that  proportion 
had  increased  to  more  than  60  per  cent.  Between  October,  1939,  and 
October,  1940,  the  ratio  of  those  believing  that  the  United  States  would 
enter  the  war  rose  from  43  to  65  per  cent. 
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Such  changes  in  opinion  were  but  milestones  marking  a  struggle  for  the 
American  mind.  Allied  partisans  made  up  one  party  to  that  struggle.  The 
cause  of  Britain  was  the  cause  of  civilization,  which  the  United  States 
must  intervene  to  uphold.  Those  opposing  that  view  were  isolationists 
who  showed  the  same  blindness  that  they  had  exhibited  after  World 
War  I,  when  they  drew  the  United  States  back  from  effective  inter- 
national co-operation  and  so  helped  create  the  conditions  which  gave  rise 
to  another  world  conflict.  Opposing  intervention,  liberals,  native  fascists, 
and  conservatives  moved  in  uneasy  fellowship.  To  native  fascists,  Nazi 
racism  seemed  congenial,  for  it  had  disturbingly  much  in  common  with 
the  ideas  and  methods  of  the  Ku  Klux  Klan.  Conservatives  like  Herbert 
Hoover  opposed  United  States  intervention  in  the  war  as  unnecessary, 
because  Allied  economic  superiority  assured  victory;  and  unwise,  since 
the  United  States  need  not  fear  attack  if  it  minded  its  own  business. 
People  like  historian  Charles  Beard  insisted  that  previous  United  States 
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intervention  in  European  conflicts  had  benefited  neither  Europe  nor 
itself,  but  rather  fostered  suppression  of  civil  liberty  at  home  and  the 
growth  of  antidemocratic  forces  abroad.  Instead  of  concern  over  rela- 
tively unimportant  economic  opportunities  in  foreign  trade  and  invest- 
ment, the  United  States  should  strengthen  its  home  market  by  increasing 
domestic  purchasing  power  and  seek  military  security  through  closer  ties 
with  Western  Hemisphere  nations,  which  could,  moreover,  supply  essen- 
tial raw  materials. 

Unexpectedly  broad  areas  of  agreement  appeared  in  the  views  of  the 
clashing  factions,  however.  Both  interventionists  and  isolationists  favored 
strengthening  United  States  armed  forces  and  making  greater  effort  to 
secure  the  good  will  and  co-operation  of  Latin  America.  Even  convinced 
interventionists  believed  that  the  United  States  was  safe  from  attack. 
No  large  numbers  of  troops  should  be  sent  to  Europe  in  any  event,  since 
the  Nazis  might  capture  their  minds. 

THE  ELECTION  OF  1940 

Against  that  background  of  uncertainty,  of  reluctance  to  see  the  Ger- 
mans win  and  even  greater  reluctance  to  take  armed  action  to  prevent 
that  victory,  both  parties  carried  on  their  Presidential  campaigns.  Events 
in  Europe  and  Asia  all  but  overshadowed  what  would  have  been  the 
prime  issue:  the  fact  that  President  Roosevelt  sought  a  third  term.  That 
shattered  a  precedent  set  by  Democrat  Thomas  Jefferson  and  followed, 
regardless  of  party,  since  the  republic  began.  Although  such  important 
Democratic  leaders  as  James  A.  Farley  broke  with  the  President,  the  great 
body  of  Democratic  politicians  agreed  both  that  Roosevelt  was  their 
strongest  candidate  and  that  he  would  offer  the  most  competent  leader- 
ship in  the  complex  world  situation. 

The  Democratic  convention  met  at  Chicago  on  July  15,  1940,  renom- 
inated  the  President,  and  named  his  Secretary  of  Agriculture,  Henry  A. 
Wallace,  as  his  running  mate.  The  Republicans  who  had  met  at  Phila- 
delphia on  June  24,  cast  aside  such  conventional  aspirants  as  Thomas  E. 
Dewey  of  New  York  and  Senators  Taft  of  Ohio  and  Vandenberg  of  Mich- 
igan. Although  Dewey  had  failed  to  carry  the  New  York  gubernatorial 
election  in  1938,  the  vote  he  won,  in  consequence  of  wide  publicity  for 
successful  prosecution  of  unsavory  New  York  City  examples  of  the  link- 
age between  municipal  politics  and  exploiters  of  vice  and  crime,  seemed 
to  give  him  the  advantage,  Both  Dewey  and  the  senators  went  down  to 
defeat  before  a  "dark  horse,"  Wendell  L.  Willkie,  head  of  the  Common- 
wealth and  Southern  Corporation,  for  which  he  had  made  an  advan- 
tageous settlement  with  the  TVA.  As  if  to  reinforce  the  fact  that  Willkie's 
nomination  represented  control  of  the  Republican  party  by  its  rank  and 
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file  rather  than  by  its  professional  politicians,  the  convention  chose  Sena- 
tor Charles  L.  McNary  of  Oregon  as  Vice-Presidential  candidate.  Thus, 
both  parties  gave  second  place  on  the  ticket  to  men  who  favored  special 
government  aid  to  agriculture,  since  McNary  had  sponsored  laws  for  aid 
to  farmers  which  Presidents  Coolidge  and  Hoover  had  vetoed. 

The  Republican  platform  repeated  past  attacks  on  the  New  Deal  and 
urged  a  Constitutional  amendment  limiting  Presidents  to  two  terms.  On 
the  critical  issue  of  foreign  policy,  the  Republicans  promised  to  aid 
Britain  and  to  keep  the  United  States  out  of  war.  So  did  the  Democrats. 
As  the  campaign  proceeded,  announced  differences  between  the  Candi- 
dates tended  to  disappear;  for  all  that,  Willkie  s  campaign  was  so  effective 
that  President  Roosevelt,  who  had  declared  he  was  too  busy  for  cam- 
paigning, returned  to  the  hustings.  Willkie  favored  aid  to  Britain.  He 
did  not  oppose  renewal  of  conscription  in  October,  1941,  although  such 
Republicans  as  Senator  Capper  could  not  see  in  "what  respect  the  United 
States  is  in  greater  danger  of  invasion,  greater  danger  of  attack,  or  more 
pressed  for  time  in  training,"  than  it  had  been  in  1940.  Willkie  attacked 
the  third  term  on  principle,  but  his  chief  ground  of  opposition  was  the 
Roosevelt  administration's  inefficiency.  The  growth  of  bureaucracy  under 
the  New  Deal  gave  Willkie  as  much  cause  for  opposition  as  its  fostering 
government  intervention  in  American  economic  life.  While  some  Republi- 
cans may  have  been  alienated  by  Willkie's  "let  us  do  it  better"  approach 
to  New  Deal  objectives,  Roosevelt  lost  support  on  the  third-term  issue. 
The  Democrats  may  also  have  lost  some  labor  votes  because,  in  the  last 
weeks  of  the  campaign,  John  L.  Lewis  announced  himself  for  Willkie. 

Crucial  in  determining  the  outcome  of  the  election  may  have  been  the 
fact  that  many  voters— regardless  of  their  feeling  for  tradition  or  even 
their  attitude  toward  the  New  Deal— felt  Willkie  too  inexperienced  (he 
had  never  held  office,  legislative  or  executive)  to  be  a  safe  guide  through 
the  critical  period  to  come.  When  ballots  were  counted,  Roosevelt  had 
polled  27,243,466  against  Willkie  s  22,304,755;  the  electoral  count  was 
449  to  82.  Although  their  margins  were  reduced,  the  Democrats  carried 
both  houses  of  Congress. 

LEND-LEASE 

When  the  new  legislature  assembled,  the  first  major  foreign  policy 
measure  to  come  before  it  was  H.R.  1776,  the  Lend-Lease  bill.  Britain's 
resources,  in  cash  and  American  securities,  were  almost  at  an  end  by  1940, 
and  statutes  forbade?  its  floating  loans  even  if  bankers  were  willing  to 
extend  credit.  In  October,  1940,  in  spite  of  the  neutrality  law,  the  armed 
forces  underwrote  the  cost  of  guns,  tanks,  and  other  arms  for  Britain  by 
exchanging  supplies  for  information  on  design  and  production.  Lend- 
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Lease  extended  and  legalized  this  procedure.  The  law  authorized  the 
President  to  supply  nations  fighting  the  Axis  with  munitions,  food,  weap- 
ons, transportation  and  other  equipment,  and  supplies  in  return  for 
payment  he  considered  adequate.  The  United  States,  in  fine,  would  supply 
Britain  with  everything  but  troop  reinforcements,  and  so  assumed  the 
task  originally  laid  down  for  it  by  Allied  strategists  during  World  War  I. 
The  Land-Lease  Act  was  signed  on  March  11, 1941,  Immediately,  United 
States  supplies  began  moving  to  Britain.  Later  in  March,  the  federal 
government  seized  Axis  shipping  and  interned  seamen  suspected  of  sabo- 
tage, The  following  month,  Denmark  agreed  to  allow  American  occupa- 
tion of  Greenland,  an  agreement  which  the  United  States  acted  upon 
although  the  German-dominated  Danish  government  recalled  the  diplo- 
mat who  had  conducted  the  negotiations.  In  addition,  United  States  naval 
vessels  were  ordered  to  patrol  North  Atlantic  waters.  That  May,  50  tankers 
were  transferred  to  Britain. 

On  May  27,  the  President  proclaimed  an  "unlimited  national  emer- 
gency" and  the  temper  of  neutrality  grew  even  more  uncertain.  In  June, 
flie  United  States  froze  the  assets  of  Axis  nationals.  Two  days  later,  on 
the  16th,  it  ordered  German  and  Italian  consulates  closed.  And  when 
Germany  invaded  Russia  on  June  22,  the  United  States  proceeded  to 
extend  Lend-Lease  aid  to  the  Soviets. 

In  July,  American  naval  vessels  were  instructed  to  escort  ships  as  far 
as  Iceland,  and  American  forces  took  over  from  Britain  the  task  of  defend- 
ing Iceland  itself.  More  than  1,800  persons  and  business  firms  in  the  other 
American  republics  were  placed  on  a  Proclaimed  List  of  Certain  Blocked 
Nationals  on  July  17  because  they  were  "deemed  to  be  acting  for  the 
benefit  of  Germany  or  Italy."  The  listed  persons  were  to  be  treated  as 
Axis  nationals,  accordingly,  their  United  States  assets  were  frozen  and 
certain  goods  might  not  be  shipped  them.  In  July,  too,  Congress  extended 
conscription,  though  by  the  narrowest  of  margins  in  the  House,  203-202. 

On  September  11, 1941,  after  German  submarines  and  planes  had  sunk 
American  naval  and  merchant  vessels  in  the  Red  Sea,  the  President  de- 
clared that  within  a  defense  zone  as  far  as  1,100  miles  out  in  the  North 
Atlantic,  United  States  planes  and  ships  would  protect  all  merchant  vessels 
by  attacking  "at  sight"  any  German  raiders,  surface  or  submarine.  In 
October,  two  United  States  destroyers,  the  Kearney  and  the  Reuben  James 
were  sunk  off  Iceland  with  many  lives  lost  On  November  17,  by  joint 
resolution,  Congress  enacted  fresh  modification  of  the  neutrality  laws: 
United  States  merchantmen  might  be  armed,  and  they  might  enter 
belligerent  ports. 
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THE  ROAD  TO  PEARL  HARBOR 

How  long  the  United  States  would  continue  in  its  state  of  quasibel- 
ligerence  was  left  to  the  Axis.  Japanese  aggression  against  China  was  the 
most  successful  large-scale  flouting  of  international  order  after  World 
War  I.  Against  that  aggression,  the  United  States  had  steadfastly  set  its 
face— so  far  as  State  Department  pronouncements  could  be  effective. 
Nevertheless,  the  United  States  did  not  reinforce  its  protests  of  1931-38 
with  action  against  Japan.  That  immunity,  and  the  outbreak  of  war  in 
September,  1939,  gave  Japan  new  opportunity  to  profit  from  the  growth 
of  European  fascism.  With  that  force,  Japan  allied  itself  on  September  27, 
1940,  when  it  joined  Germany  and  Italy  in  the  tripartite  alliance  known 
as  the  Rome-Berlin-Tokyo  Axis.  After  France  was  defeated  in  July,  1940, 
and  Britain  hard-pressed,  Japan  turned  south  from  China  to  move  into 
northern  French  Indo-China.  It  won  from  Britain  agreement  to  close  the 
Burma  Road  to  shipments  of  arms  for  beleaguered  China. 

That  fall,  the  United  States  took  its  first  positive  action  against  Japan, 
although,  in  July,  1939,  it  had  given  notice  of  intention  to  terminate  the 
commercial  treaty  of  1911.  On  July  2,  1940,  the  May-Sheppard  Act  gave 
the  President  power  to  halt  or  restrict  the  export  of  materials  needed  for 
the  defense  program.  In  September,  a  ban  on  the  export  of  scrap  iron  and 
steel  was  added  to  previous  denial  of  permits  for  shipping  aviation  gaso- 
line. On  October  8,  1940,  Japan  declared  that  an  "unfriendly  act."  Eight 
days  later,  the  ban  was  made  more  stringent  During  the  winter  of  1940-41, 
while  United  States  nationals  were  being  warned  to  leave  the  Far  East 
and  Congress  was  voting  funds  to  fortify  Guam,  the  United  States,  Britain, 
and  the  exiled  Netherlands  government  held  secret  discussions  on  meth- 
ods to  guard  the  resources  of  the  Netherlands  Indies  from  Japanese  attack. 

In  April,  1941,  the  Japanese  signed  a  nonaggression  pact  with  the 
Russians.  While  the  Germans  were  breaking  their  agreement  with  Russia, 
the  Japanese  chose  French  Indo-China  for  target  rather  than  Siberia.  The 
United  States  replied  to  the  southward  move  by  freezing  Japanese  assets 
on  July  26.  Jointly  with  Britain,  its  Dominions,  and  the  Netherlands  the 
United  States  imposed  an  embargo  on  oil  shipments  to  Japan.  New  mili- 
tary missions  were  dispatched  to  China,  moreover,  and  Britain  reopened 
the  Burma  Road.  In  addition,  the  United  States  incorporated  Philippine 
troops  into  its  army  in  the  islands  and  dispatched  General  Douglas 
MacArthur  to  command  in  the  Philippines. 

Meanwhile  secret  diplomatic  conferences  proceeded  between  the 
United  States  and  Japan.  During  those  discussions,  it  became  evident  that 
each  party  maintained  its  own  position.  The  United  States  demanded 
that  Japan  abide  by  previous  treaties  and  the  obligations  of  international 
law.  Japan  insisted  that  it  be  permitted  to  settle  the  "China  incident"  on 
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its  own  terms  and  be  given  United  States  aid  in  securing  supplies  of  oil, 
tin,  and  rubber.  In  August,  the  United  States  warned  Japan  that  further 
aggression  would  force  the  United  States  to  take  steps  to  guard  itself  and 
its  nationals;  in  August,  too,  the  United  States  and  Britain  warned  of  their 
readiness  to  act  jointly  if  pushed.  On  November  10,  Prime  Minister 
Churchill  reinforced  that  by  declaring  that  Britain  would  give  the  United 
States  armed  support  if  it  became  involved  in  conflict  with  Japan. 

By  mid-October,  the  military  faction  under  General  Hideki  Tojo  won 
control  of  the  Japanese  Cabinet  and  government.  Nevertheless,  on  Novem- 
ber 17,  a  special  envoy,  Saburo  Kurusu,  was  dispatched  to  aid  the  Jap- 
anese ambassador  in  discussion  with  the  United  States.  The  talks  went  on 
in  an  atmosphere  made  tense  by  intensified  rearmament,  the  revision 
of  the  neutrality  act-which  Senator  Vandenberg  declared  "needless 
provocation"  of  potential  enemies-and  the  Churchill  declaration  of 
November  10.  Ten  days  later,  Japan  declared  it  would  make  no  advances 
outside  Indo-China  if  the  United  States  would  secure  Japan  supplies  from 
the  Netherlands  Indies,  "unfreeze"  Japanese  assets,  restore  commercial 
relations,  supply  a  "required  quantity"  of  oil,  and  discontinue  aid  to  China, 
On  November  26,  Secretary  of  State  Hull  proposed  that  Japan  demon- 
strate its  desire  for  peace  by  recognizing  the  Chiang  government,  relin- 
quishing extraterritorial  privileges  in  China,  and  assenting  to  the  princi- 
ples of  nonaggression,  noninterference  in  the  internal  affairs  of  other 
nations,  and  equal  treatment  of  all  nations  in  economic  dealing.  As  dem- 
onstration of  its  intentions,  Japan  should  withdraw  from  Indo-China.  For 
its  part,  the  United  States  offered  a  new  commercial  treaty,  aid  in  the 
stabilization  of  dollar-yen  exchange,  and  release  of  frozen  Japanese  assets. 

Yielding  by  either  party  meant  retreat  from  the  policy  each  had  fol- 
lowed since  1900. 

On  November  21,  the  Japanese  Diet  had  heard  warnings  of  imminent 
war.  Between  December  1st  and  5th,  more  Japanese  troops  moved  into 
Indo-China.  On  December  6,  President  Roosevelt  addressed  a  personal 
message  to  Emperor  Hirohito:  Pacific  developments  contained  "tragic 
possibilities."  To  make  certain  that  those  remained  only  possibilities,  Japan 
should  withdraw  its  troops  from  Indo-China.  In  doing  so,  it  ran  no  risks, 
for  neither  the  United  States  nor  Japan's  Asiatic  neighbors,  Siam,  Malaya, 
or  the  East  Indies,  threatened  to  invade  Indo-China.  Before  allowing 
Japanese  military  action  to  proceed,  the  Emperor  should  recall  his  "sacred 
duty  to  restore  traditional  amity  and  prevent  further  death  and  destruc- 
tion in  the  world." 

Early  on  the  morning  of  December  7,  Japanese  carrier-based  planes 
dropped  the  bombs  on  Pearl  Harbor  which  were  the  first  installment  of 
their  government's  reply.  At  2:20  P.M.  a  memorandum  to  the  State  De- 
partment explained  the  Japanese  Government's  "immutable  policy"  to 
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"insure  the  stability  of  East  Asia."  That  end  was  threatened  by  other 
powers.  For  it  was  "the  intention  of  the  American  Government  to  conspire 
with  Great  Britain  and  other  countries  to  obstruct  Japan's  efforts  toward 
the  establishment  of  peace  through  the  creation  of  a  new  order  in  East 
Asia,  and  especially  to  preserve  Anglo-American  rights  and  interests  by 
keeping  Japan  and  China  at  war." 

On  December  8,  Congress  recognized  the  existence  of  a  state  of  war 
with  Japan.  Italy  and  Germany  declared  war  on  the  United  States  then, 
and  Congress  retorted  in  kind.  By  December  11,  1941,  and  in  spite  of 
prolonged  legislative  effort  to  maintain  neutrality,  the  United  States  was 
a  belligerent  in  the  Second  World  War. 


CHAPTER  23 

THE  WAR  AT  HOME 

GOVERNMENT  ORGANIZATION  FOR  WAR 

TO  MEET  THE  crisis  of  December  7,  1941,  the  United  States  must 
transform  its  defense  program  into  a  full-scale  war  effort.  Further- 
more, it  must  help  supply  the  war  needs  of  Britain,  Russia,  and  other 
nations  fighting  the  Axis;  it  must  aid  in  providing  for  their  civilian  popu- 
lations; and  it  must  maintain  its  own  civilians  in  health  and  efficiency.  All 
this  had  to  be  done  simultaneously,  moreover,  and  at  the  greatest  speed. 
Co-ordination  was  essential,  therefore;  the  United  States  government 
must  be  organized  for  war. 

Legislative  authority  for  that  organization  rested  upon  the  War  Powers 
Acts  of  December  18,  1941,  and  March  27,  1942.  These  empowered  the 
President  to  set  up,  reorganize,  and  abolish  special  war  agencies;  to  con- 
trol foreign  commerce;  to  conclude  contracts;  to  enforce  priorities;  to 
ration  goods;  and,  where  necessary,  to  take  over  properties  essential  for 
carrying  on  the  war  effort. 

Well  before  Congress  gave  the  Executive  sweeping  war  powers,  it  had 
granted  special  emergency  powers.  The  Selective  Service  Act  and  the  Pri- 
orities Act  of  1940,  and  the  Vinson  Act  of  1941  authorized  the  federal 
government  to  compel  producers  to  accept  defense  orders  and  to  give 
them  priority  over  civilian  contracts.  Attempts  at  co-ordinating  effort  had 
begun  even  earlier,  in  August,  1939.  When  the  federal  government  initi- 
ated the  defense  program  of  1938-39,  it  was  assumed  that  its  requirements 
would  merely  take  up  the  slack  in  the  economy.  Experience  soon  showed 
the  need  for  co-ordination;  for  industry  was  often  unwilling  to  give 
defense  orders  prime  attention  and,  despite  heavy  unemployment  and 
considerable  underuse  of  capacity,  special  skills  and  materials  were  in 
short  supply. 

In  August,  1939,  accordingly,  President  Roosevelt  appointed  a  War 
Resources  Board  to  assess  the  revised  industrial  mobilization  plans  drawn 
up  by  the  armed  services  under  the  National  Defense  Act  of  1920.  The 
military  plan  provided  for  a  War  Resources  Administration  headed  by  a 
patriotic  businessman  appointed  by  the  President  and  assisted  by  a  coun- 
cil of  advisers.  The  agency  was  to  have  full  charge  of  war  production  and 
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authority  to  enforce  what  further  economic  controls  might  be  necessary, 
In  November,  1939,  the  Board  recommended  that  special  war  powers 
should  be  given  neither  to  regular  government  departments  nor  to  a 
centralized  "superagency,"  as  the  military  proposed,  but  to  separate 
special  agencies.  . 

As  a  first  measure  of  economic  mobilization,  on  May  25,  1940,  the 
President  reactivated  a  World  War  I  agency,  the  Council  of  National 
Defense.  Its  Advisory  Commission,  though  without  legal  power  to  enforce 
its  decisions,  won  unusual  influence  because  its  members  ranked  among 
the  nation's  most  important  industrial  figures.  On  May  28,  the  President 
used  the  authority  given  him  by  the  Reorganization  Act  of  1939  to  set 
up  an  Office  for  Emergency  Management  as  part  of  his  own  executive 
staff. 

Thus  when  outright  war  replaced  the  quasibelligerency  of  March- 
December,  1941,  at  least  the  skeleton  of  organization  for  war  had  taken 
shape  and  such  industrial  leaders  as  William  0.  Knudsen  and  Donald  M. 
Nelson  had  been  drawn  into  government  service.  Though  responsibility 
for  war  output  was  concentrated  in  the  War  Production  Board,  and 
although  an  Office  of  Economic  Stabilization  was  set  up  in  1942,  no  single 
top  agency  covered  the  entire  mobilization  effort  until  May  1, 1943,  when 
the  President  appointed  James  M.  Byrnes  to  head  the  Office  of  War 
Mobilization. 

In  addition  to  establishing  general  organization  for  war  in  1941,  the 
federal  government  had  to  deal  with  internal  enemies  and  to  mobilize 
domestic  morale.  Preliminary  measures  were  taken  as  early  as  1939,  when 
Congress  required  agents  of  foreign  governments  to  register  with  the 
Department  of  State.  In  March,  1940,  Congress  adopted  the  Alien  Regis- 
tration Act.  That  required  aliens  to  register  and  be  fingerprinted,  and 
forbade  any  person  to  advocate  insubordination,  disloyalty,  mutiny,  or 
refusal  of  armed  service.  The  Espionage  Act  of  June,  1940,  increased  the 
penalties  for  spying  and  sabotage  embodied  in  the  similar  law  of  1917. 
Enforcement  of  these  measures  was  less  hysterical  than  World  War  I 
administration  of  parallel  legislation. 

Indeed,  the  nation's  entire  attitude  seemed  less  emotional  than  it  had 
been  in  1917.  World  War  II  was  a  distasteful  necessity:  Americans  fought 
because  they  had  been  attacked;  their  soldiers'  most  impelling  desire  was 
to  finish  their  task  and  return  to  civilian  life  again.  Contrast  in  national 
moods,  if  one  may  talk  of  such  a  thing,  was  well  expressed  in  popular 
songs:  during  World  War  I,  the  recruit  told  Europeans  the  "Yanks"  were 
coming  to  the  rescue;  during  World  War  II,  the  recruit  pleaded  with 
the  girl  he  left  behind  him  not  to  let  anyone  else  beguile  her  beneath  the 
apple  tree.  And  for  every  soldier  who  fancied  the  Cromwellian  sentiment 
of  Praise  the  Lord  and  Pass  the  Ammunition,  probably  two  sang  the  Ger- 


500  WORLD  WAR  II 

mans'  Lili  Marlene,  which  became  enormously  popular  among  Allied 
troops. 

Certainly,  the  fact  that  for  two  decades  immigration  had  been  dimin- 
ishing made  for  a  less  frantic  and  more  constructive  idea  of  Americanism. 
Thus,  although  the  federal  government  interned  dangerous  Axis  nationals, 
enforced  registration  of  aliens,  and  limited  their  movement  and  posses- 
sions—notably arms,  cameras,  and  shortwave  radios— the  great  body  of 
Italian  alien  residents  was  freed  of  restriction  in  October,  1942.  Imme- 
diately after  United  States  entry  into  the  war,  the  German-American 
Bund,  regarded  as  a  Nazi  group,  suspended.  The  Department  of  Justice 
prosecuted  25  Bund  leaders  for  counselling  resistance  to  the  draft  and  in 
October,  1942,  24  were  convicted,  and  denaturalized  as  well  as  impris- 
oned. Yet  American  schools  did  not  cease  teaching  German,  as  many  had 
during  World  War  I,  Wagnerian  opera  was  presented  despite  its  being 
favored  by  Hitler,  and  no  lunch  wagon  relabelled  its  hamburger  "Liberty 
steak."  Father  Coughlin's  Social  Justice,  which  continued  to  attack  the 
war,  President  Roosevelt,  the  British,  and  the  Jews,  was  denied  second- 
class  mailing  privileges  pending  inquiry  in  April,  1942,  and  ceased  pub- 
lication in  May  without  seeking  further  hearings.  The  Department  of 
Justice  did  prosecute  certain  native  fascist  individuals,  organizations,  and 
publications.  Post  Office  proceedings  lacked  the  sweeping  coverage  of 
World  War  I,  however,  and  the  sedition  prosecutions  ended  in  a  mistrial. 
On  the  Pacific  Coast— where  Japanese  submarines  shelled  coastal  refineries 
and  naval  installations  in  California  and  Oregon  in  February,  1942— fear 
of  betrayal  became  acute.  On  March  29,  1942,  the  Western  Defense 
Command  ordered  117,116  Japanese— two-thirds  of  them  native-born 
citizens— evacuated  from  their  homes  in  Washington,  Oregon,  California, 
Arizona,  and  the  inter-Mountain  states  to  ten  camps  supervised  by  a  War 
Relocation  Authority.  Although  defended  on  grounds  of  military  neces- 
sity, the  wholesale  removal  appeared  more  in  accord  with  panic  than 
with  respect  for  fundamental  American  civil  liberties. 

During  the  period  of  neutrality,  Axis  assets  had  been  frozen.  On  March 
11,  1942,  the  administration  installed  an  Alien  Property  Custodian  to 
supervise,  control,  and  dispose  of  enemy  nationals'  property.  By  1945, 
more  than  400  enterprises  and  45,000  patents  had  been  taken  over.  Many 
of  the  latter,  in  the  important  fields  of  petroleum  and  synthetic  rubber 
research  were  released  for  general  use  under  license. 

Seizing  enemy  property  and  guarding  the  war  effort  against  sabotage 
represented  essential  but  negative  policy.  On  the  positive  side,  it  was 
necessary  to  maintain  morale,  both  military  and  civilian.  Religious  and 
philanthropic  groups  consolidated  their  work  for  soldiers  in  the  United 
Service  Organizations,  which  provided  recreation  facilities  and  entertain- 
ment to  troops  in  training  and  in  the  field.  The  Red  Cross  blood  bank 
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program  was  not  merely  medically  useful  but  also  offered  opportunity 
for  tangible  bond  between  civilians  and  those  in  the  perils  of  service. 
Since  air  war  made  "women  and  children  first"  a  peculiarly  grim  counsel, 
organization  to  protect  life  and  property  played  an  important  part  in 
bolstering  civilian  morale.  In  May,  1941,  the  Office  of  Civilian  Defense 
was  set  up.  By  the  end  of  the  following  year,  some  5.5  million  Americans 
were  serving  as  air  raid  wardens,  guards  to  civilian  installations,  volunteer 
fire  fighters,  and  members  of  coastal  air  patrols.  On  December  13,  1941, 
the  RFC  acted  to  ease  the  impact  of  possible  air  attack  by  chartering  a 
War  Damage  Corporation  with  a  capital  of  $100  million;  within  a  year, 
through  546  of  the  nation's  fire  insurance  companies,  the  WDC  had 
written  3.75  million  policies. 

Although  many  declared  that  after  victory  was  the  "time  to  indulge 
in  dreams  of  a  better  democracy,"  the  meaning  of  the  American  idea  and 
even  the  shortcomings  of  American  action  were  given  serious  considera- 
tion in  wartime.  This  was  particularly  true  in  "intergroup  relations."  For 
those  who  championed  the  brotherhood  of  man  against  the  notion  of  a 
"master  race"  could  not  evade  the  challenge  of  "practice  what  you 
preach."  As  during  World  War  I,  demand  for  workers  brought  many 
Negroes  to  crowded  industrial  centers  where  they  offered  competition 
for  jobs  and  the  housing  which  was  in  such  short  supply.  Organized  labor 
often  acted  as  an  instrument  of  race  prejudice  although,  in  general,  CIO 
unions  in  basic  industries  and  many  AFL  groups  as  well,  opened  their 
rolls  to  all  qualified  applicants  and  treated  all  members  equally.  Never- 
theless, tensions  produced  race  riots  in  New  York's  Harlem,  in  Detroit, 
and  in  Beaumont,  Texas.  In  1941,  after  the  head  of  the  Pullman  porters' 
union  threatened  a  march  on  Washington,  a  Fair  Employment  Practices 
Committee  was  set  up  on  an  informal  basis  within  the  chief  agency  for 
co-ordinating  industrial  mobilization,  the  Office  of  Production  Manage- 
ment. FEPC  often  fumbled,  but  its  efforts  did  something  toward  making 
equality  of  opportunity  a  reality,  at  least  in  a  tight  labor  market  with 
manpower  serving  as  a  ceiling  on  output  after  1943.  The  War  Labor 
Board  acted  as  effectively  when  on  June  7, 1943,  it  declared  it  would  not 
permit  wage  differentials  on  merely  racial  grounds. 

During  file  40's,  the  Supreme  Court  continued  refining  upon  concepts 
of  equal  political  and  civil  liberty  to  confirm  Negroes'  right  to  vote  in 
primary  elections,  to  be  admitted  to  state  professional  schools,  or  to  have 
separate  institutions  of  equal  quality  provided  for  them  within  the  state, 
and  even  to  claim  a  degree  of  liberty  of  residence.  On  another  level,  in- 
terest in  group  relations  showed  itself  in  studies  like  the  Carnegie 
Foundation's  inquiry  that  gave  rise  to  Gunnar  Myrdal's  American  Di- 
lemma which  appeared  in  1944.  By  the  end  of  the  decade,  group  relations 
became  a  theme  freshly  favored  by  novelists;  some  of  their  work  achieved 
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notable  popular  success,  and  may  have  contributed  to  more  general 
appreciation  of  the  essential  unity  of  the  human  race. 

To  bring  information  to  the  American  people,  and  to  keep  information 
from  the  enemy,  the  federal  government  organized  two  sets  of  agencies. 
The  Office  of  Censorship,  set  up  in  December,  1941,  carried  through  a 
program  of  "voluntary"  censorship  by  newspapers  and  broadcasters. 
Propaganda,  domestic  and  foreign,  was  undertaken  by  a  confusing  num- 
ber of  agencies  until  June,  1942,  when  the  Office  of  War  Information  was 
organized  to  co-ordinate  programs  of  federal  agencies  and  to  link  United 
States  activities  with  those  of  its  allies.  The  overseas  branch,  directed  by 
playwright  Robert  Sherwood,  acted  in  war  theaters  and  behind  enemy 
lines  to  encourage  allied  resistance  and  to  weaken  enemy  morale.  The 
domestic  branch,  headed  by  magazine  publisher  Gardner  Cowles,  roused 
Americans  to  the  needs  of  war  programs  and  the  meaning  of  the  war. 
Under  newspaperman  Elmer  Davis,  the  OWI  performed  its  duties  with 
relative  sobriety,  as  became  an  agency  addressing  a  public  rather  more 
sophisticated  than  that  which  the  Creel  committee  of  World  War  I  had 
sought  to  reach. 

MOBILIZATION  OF  MANPOWER 

Enactment  of  conscription  during  the  neutrality  period  gave  the  United 
States  armed  forces  totalling  1.5  million  men  by  1941.  After  Pearl  Harbor, 
the  law  was  amended  to  require  all  men  between  18  and  65  to  register; 
those  in  the  20-45  year  age  group  might  be  called  into  service.  Later,  the 
age  limit  was  dropped  to  18;  in  most  instances,  men  above  38  were  not 
drafted.  Not  until  December,  1942,  were  all  branches  of  the  armed  forces 
obliged  to  secure  their  men  through  Selective  Service.  As  a  result,  military 
and  naval  rosters  carried  4.97  million  volunteers,  of  whom  2.6  million 
were  registrants.  In  1942,  women  were  allowed  to  enter  military  service 
as  volunteers  restricted  to  noncombatant  activity.  More  than  200,000 
women  filled  clerical,  technical  and  mechanical  jobs  in  the  army,  navy, 
coast  guard,  and  marine  corps,  and  released  men  for  fighting.  Though 
reluctantly  accepted  as  auxiliaries  at  first,  women  recruits  were  soon 
incorporated  into  regular  organizations  on  an  equal  basis  with  men. 

As  in  1918-19,  examination  of  draftees  served  as  an  inventory  of  the 
physical  status  of  American  men.  By  1944,  2  in  5  draft  registrants  were 
physically  or  mentally  unfit  for  service,  with  mental  disorder  and  mental 
deficiency  topping  the  listed  causes  for  rejection.  More  farm  youths  were 
rejected  than  their  urban  contemporaries,  a  fact  which  may  reflect  the 
desire  of  certain  draft  boards  to  hold  workers  on  the  land  as  well  as  the 
relatively  low  level  of  available  medical  care  and  even  of  nutritional 
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standards  in  certain  rural  areas.  Rejection  of  approximately  a  quarter  of 
a  million  youths  for  malnutrition  and  an  equal  number  for  illiteracy- 
inability  to  read  and  write  at  the  fourth  grade  level— wakened  anxiety 
that  went  beyond  concern  for  the  immediate  effect  upon  the  war  effort. 
On  the  other  hand,  the  fact  that  79  per  cent  of  World  War  I  draftees  had 
either  grade  school  education  or  less,  while  only  31  per  cent  of  World 
War  II  draftees  fell  into  that  category  indicated  how  great  was  the 
increase  in  the  level  of  educational  attainment  which  had  been  achieved 
between  1917  and  1941. 

In  addition  to  securing  physically  fit  men,  the  military  services  must 
train  them  in  the  skills  of  mechanized  warfare  as  well  as  in  eliminating 
the  enemy.  The  army  had  to  fit  its  men  for  650  specialized  jobs;  the  navy 
found  it  necessary  to  maintain  947  training  schools.  As  a  result  the  armed 
forces  had  to  become  educational  institutions  on  a  huge  scale.  Although 
the  top  levels  of  command  were  filled  by  professional  soldiers  (except 
in  instances  where  high  rank  was  conferred  on  industrial  leaders  to  give 
them  authority  over  procurement  officers)  the  war  required  field  officers 
in  larger  numbers.  By  1945,  the  officer  training  program  had  produced 
772,511  officers  for  the  army  and  48,226  for  the  navy.  Between  1940  and 
1945,  31.6  million  men  registered  for  the  draft  and  15.1  million  were  taken 
into  the  services. 

Congress  made  even  greater  effort  to  anticipate  veterans'  problems  and 
forestall  the  development  of  pressure  groups  than  it  had  during  World 
War  L  In  1942,  Congress  provided  family  allotments  and  medical  care  for 
soldiers*  dependents  and  resumed  the  war-risk  insurance  program.  In 
1944,  Congress  adopted  the  Servicemen's  Readjustment  Act,  familiarly 
known  as  "the  G.L  Bill  of  Rights."  This  attempted  to  assure  veterans  that 
their  return  to  civilian  life  would  not  put  them  too  much  at  a  disad- 
vantage. Thus  veterans  might  secure  loans  at  low  rates  of  interest  for 
home  building  or  business  enterprise.  If  they  chose  to  resume  education, 
veterans  were  granted  subsistence  and  tuition  for  a  period  equal  to  the 
time  spent  in  service  plus  twelve  months.  Veterans  were  also  assured  legal 
rights  to  the  jobs  held  before  their  conscription  and  to  unemployment 
compensation  of  $20  a  week  for  52  weeks  if  they  were  unable  to  secure 
work.  Later,  the  loan  guarantee  was  raised  from  $2,000  to  $4,000  and 
educational  benefits  were  allowed  veterans  over  26.  Between  1944  and 
July,  1951,  the  government  spent  $12.6  billion  on  7.6  million  veterans, 
who  took  advantage  of  educational  benefits,  academic  or  vocational. 
Although  dolorous  prophecies  of  a  generation  of  "college  bums"  had  been 
heard,  veteran  students  in  the  late  40's  not  only  swelled  college  enroll- 
ment but  gave  many  a  campus  a  new  tone  of  serious  attention  to  aca- 
demic duty.  Apart  from  the  significance  of  the  G.I.  Bill  as  an  instance  of 
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planning  for  the  postwar  era,  the  subsequent  use  made  of  its  educational 
provisions  showed  how  widespread  was  the  desire  for  higher  education 
and  how  many  intellectually-eligible  candidates  were  deprived  of  oppor- 
tunity for  economic  reasons. 

Besides  manning  the  fighting  forces,  a  United  States  at  war  must  man 
the  factories  and  farms  which  supplied  them.  Workers  must  be  adequate 
in  skill  and  in  number,  and  their  effectiveness  must  be  maintained  by 
minimizing  industrial  disputes.  To  keep  morale  high,  moreover,  social 
gains  must  be  preserved  and  compulsion  avoided  so  far  as  possible.  Skills 
were  the  first  manpower  problem,  for  depression  unemployment  had 
rusted  older  workers  while  younger  people  had  little  opportunity  to  gain 
skill  in  industry.  During  the  defense  period,  National  Youth  Administra- 
tion and  Civilian  Conservation  Corps  programs  were  directed  to  indus- 
trial training.  In  addition,  private  technical  schools  were  employed  on  a 
contract  basis.  Nevertheless,  although  government  programs  supervised 
by  the  Office  of  Education  gave  supplementary  training  to  4.8  million 
persons  and  pre-employment  training  to  2.67  million  more,  the  problem 
of  skills  was  solved  by  changing  methods  of  work  rather  than  by  training 
workers.  Simplification  through  division  of  labor  made  it  possible  to 
reserve  skill  for  essential  uses;  mechanization  lessened  the  need  for  skill 
ultimately. 

In  April,  1942,  a  War  Manpower  Commission  was  set  up  within  the 
Office  for  Emergency  Management  to  deal  with  problems  of  labor  supply. 
First,  WMC  attention  went  to  referral  of  all  available  skilled  workers  to 
plants  in  essential  production.  By  the  fall  of  1943,  however,  the  problem 
had  shifted  to  quantity.  Recruiting  the  overaged,  women,  adolescents,  and 
even  the  partly  disabled  helped  increase  the  labor  force.  The  WMC  also 
undertook  measures  to  shift  war  contracts  from  labor  shortage  areas;  to 
require  that  all  jobs  be  filled  through  the  United  States  Employment 
Service;  to  freeze  workers  on  essential  jobs;  to  secure  special  occupational 
deferments;  and  even  to  secure  army  furloughs  for  copper  miners. 

Fear  of  airplane  attack  further  intensified  manpower  problems  as  it 
made  necessary  scattering  of  facilities  to  areas  predominantly  agricul- 
tural Higher  wages  drew  local  workers  from  farms  where  their  labor 
was  equally  needed.  On  the  other  hand,  migration  of  workers  to  mush- 
rooming war  production  areas  like  the  Pacific  coast  created  serious 
auxiliary  problems,  notably  housing  and  transportation.  Special  housing 
projects  to  meet  these  needs  were  curtailed  or  suspended  when  war  de- 
mand pre-empted  pipe,  wire,  cement,  steel,  and  lumber  needed  for  homes. 
Consequently,  war  workers  crowded  into  existing  houses,  lived  in  trailers, 
even  turned  chicken  coops  into  lodgings.  Communities  suddenly  doubled 
in  population  found  that  growth  brought  unexpected  difficulties  while 
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workers'  morale  was  not  improved  by  crowding,  lack  of  sanitation,  and 
long  journeys  to  and  from  work.  Efficient  use  of  women— who  constituted 
32,9  per  cent  of  the  labor  force  in  March,  1944,  as  against  the  24.3  per 
cent  of  1940— was  especially  hindered  by  such  conditions  since,  single  or 
married,  56  per  cent  of  women  workers  were  homekeepers;  worry  over 
irrelevant  commonplace  essentials  like  getting  food  bought  or  the  laundry 
done  reduced  their  efficiency  on  the  job.  Nevertheless,  susceptible  though 
women  were  to  poisonous  materials  commonly  used  in  the  manufacture 
of  explosives,  rubber,  chemicals,  and  polished  metal  objects,  and  harried 
as  they  were  by  home  responsibilities,  they  proved  their  worth  even  in 
such  unfamiliar  fields  as  shipbuilding  and  aircraft  manufacture. 

LABOR'S  PROBLEMS 

Demand  for  workers  and  rising  prices  created  an  economic  climate 
favorable  to  a  wage-price  spiral.  To  check  that,  the  administration  devised 
first,  the  "little  steel"  formula  of  July  16,  1942,  and  then  the  "hold  the 
line"  order  of  April  8,  1943.  The  first,  which  settled  a  wage  dispute  be- 
tween the  CIO  steelworkers  and  the  four  smaller  steel  producers,  declared 
that  wage  increases  should  be  held  to  the  rise  in  the  cost  of  living— 15  per 
cent  since  January  1, 1941.  Labor  disputed  the  figure  as  taking  no  account 
of  deterioration  in  quality,  disappearance  of  low-priced  goods,  or  budget 
difficulties  introduced  by  rationing  and  migration.  The  Executive  direc- 
tive of  1943  ordered  the  War  Labor  Board  to  approve  no  wage  increases 
above  the  little  steel  formula  except  to  correct  substandard  conditions. 
To  justify  that  approach  to  a  freeze  on  wages,  the  administration  simul- 
taneously ordered  prices  rolled  back  to  the  level  of  September  15,  1942. 

A  tight  labor  market  and  rising  prices  also  created  a  temper  congenial 
to  industrial  conflict,  yet  such  conflict  must  be  avoided  if  full  production 
were  to  be  maintained.  During  the  neutrality  period,  labor  disputes  in 
defense  industries  were  handled  by  a  National  Defense  Mediation  Board 
set  up  on  March  19, 1941.  Although  this  tripartite  body  dealt  successfully 
with  many  disputes,  it  failed  to  solve  the  problem  when  the  United  Mine 
Workers  struck  and  demanded  that  the  owners  of  the  "captive  mines," 
which  produced  coal  for  the  great  steel  companies,  grant  the  union  shop. 
When  the  Board  found  against  the  UMW  in  November,  1941,  CIO  mem- 
bers withdrew  and  the  miners  walked  out.  Presidential  intervention 
secured  reference  of  the  dispute  to  a  special  arbitrator,  who  decided  in 
favor  of  the  miners.  The  National  Defense  Mediation  Board  lost  useful- 
ness in  consequence  and  was  replaced  by  the  National  War  Labor  Board 
in  January,  1942.  Before  the  new  tripartite  body  took  office,  on  December 
23,  1941,  organized  labor  pledged  itself  against  strikes  and  particularly 
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against  jurisdictional  disputes.  The  WLB  assumed  broad  powers  and,  in 
effect,  acted  as  arbiter  both  of  wage  and  organization  conflict.  As  a 
compromise  between  employers  and  workers  on  the  union  shop  issue, 
the  Board  devised  the  "maintenance  of  membership"  clause,  which  re- 
quired union  members  to  remain  in  good  standing  with  their  organiza- 
tions during  the  life  of  contracts  unless  they  withdrew  within  a  given 
period  of  grace.  In  1943,  the  Board  extended  its  jurisdiction  to  require 
that  no  wage  increases  be  granted  without  its  consent. 

By  and  large,  organized  labor  abided  by  its  pledge,  but  the  exceptions 
were  sufficiently  conspicuous  to  obscure  that.  Most  notable  of  the  excep- 
tions was  the  UMW  which  struck  four  times  between  April  and  Novem- 
ber, 1943,  forcing  the  federal  government  to  seize  the  soft  coal  mines  in 
order  to  assure  continued  output.  Opponents  of  organized  labor  found 
excellent  material  in  "worker  absenteeism,"  in  the  coal  strikes  of  1941 
and  1943,  for  John  L.  Lewis  was  a  bogey  to  all  conservatives,  and  in  the 
numerous  brief  strikes  often  called  contrary  to  union  rules.  As  a  result, 
organized  labor's  valid  contribution  was  overshadowed  by  intense  aware- 
ness of  its  deficiencies. 

Strikes  in  defense  industries  prompted  Congress  to  pass  the  Smith- 
Connally  War  Labor  Disputes  Act  over  President  Roosevelt's  veto.  If 
disputes  threatened  in  war  plants,  the  disputants  must  notify  both  the 
WLB  and  the  National  Labor  Relations  Board;  no  further  action  might 
be  taken  for  30  days  nor  was  any  strike  to  be  called  except  after  a  secret 
ballot  supervised  by  the  NLRB.  If  the  facilities  were  needed  for  the 
war  effort,  and  a  strike  was  voted,  the  President  might  seize  them.  In  that 
event,  except  for  appeals  to  the  WLB,  neither  party  to  the  dispute  might 
alter  the  status  quo.  Persons  furthering  strike  action  in  war  facilities  in 
any  manner  were  subject  to  $5,000  fine  or  a  year's  imprisonment,  or  both. 
In  addition,  the  law  forbade  unions,  banks,  or  corporations  to  make 
political  contributions  in  federal  elections.  In  1942  and  1943,  there  were 
6,720  strikes  involving  2.8  million  workers;  in  1944  and  1945,  after  passage 
of  the  law,  there  were  12,873  strikes  involving  7.37  million  workers 
(7,927  strikes  affecting  3.9  million  workers  if  the  period  1944  to  August, 
1945,  be  considered  alone).  Effort  at  compulsion  may  not  have  halted 
industrial  disputes,  but  its  failure  further  intensified  the  resentment  many, 
particularly  in  the  influential  middle-class  group,  bore  against  organized 
labor  for  its  effort  to  improve  its  position. 

That  such  improvement  did  occur  is  evident  both  in  wage  statistics  and 
in  the  record  of  union  membership.  Longer  hours  of  work  meant  overtime 
as  well  as  employment,  for  war  did  not  change  the  40-hour  standard 
work  week.  Demand  for  workers  increased  family  income  by  the  earnings 
of  women  and  older  children.  Wage  rates  themselves  increased.  The 
course  of  real  wages  can  be  gathered  from  the  table  below: 


THE  WAR  AT  HOME  507 

TABLE  33 
Payrolls,  Earnings,  and  Consumer  Prices,  1940-45 


Payrolls 
(1939  =  100) 

Consumer  Prices 
(1935-39  =  100) 

Gr  oss  Weekly 
Earnings, 
Manufacturing 

1940 

113.6 

100.2 

$25.20 

1941 

164.9 

105.2 

29.58 

1942 

241.5 

116.5 

36.65 

1943 

331.1 

123.6 

43.13 

1944 

343,7 

125.5 

46.08 

1945 

293.5 

128.4 

43.39 

As  a  result  of  successful  organizing  effort,  of  increased  employment, 
in  unionized  industries,  and  of  the  WLB  maintenance  of  membership 
policy,  unions  increased  both  their  contract  coverage  and  the  number  of 
their  members.  CIO  statistics,  based  on  estimates  rather  than  the  per 
capita  payments  of  the  AFL,  showed  a  membership  of  6.3  million  in  1945 
(it  had  been  293,000  ten  years  before);  the  AFL  had  an  estimated  mem- 
bership of  6.9  million.  Department  of  Labor  reckoning  would  reduce  the 
total  to  bring  membership  in  all  unions,'  federated  and  unaffiliated,  to 
some  13  million. 

MOBILIZATION  OF  INDUSTRY 

Abruptly,  after  December  7,  1941,  United  States  industry  had  to  trans- 
form itself  from  a  multitude  of  separate  enterprises  operating  in  a  free 
market  economy  regulated  by  a  price  system  to  a  unity  in  multiplicity 
operating  in  a  controlled  economy  regulated  by  priorities,  allocations, 
prohibitions,  and  directives.  These  were  issued  by  government  agencies 
bewildering  in  number  and  too  often  conflicting  in  objective.  From  pro- 
ducing goods  calculated  to  win  individual  purchasers  in  order  to  earn 
profits,  industry  must  produce  to  specification  and  in  the  quantity  re- 
quested goods  required  by  armies  and  navies  fighting  on  three  continents 
and  upon  and  under  all  the  seas.  Munitions,  material,  and  supplies  must 
not  only  be  manufactured  but  transported— and  that  in  face  of  effective 
German  submarine  warfare.  To  co-ordinate  the  task  of  alloting  contracts, 
imposing  and  enforcing  priorities,  and  correlating  purchases,  the  four 
successive  agencies  of  the  defense  period— the  War  Resources  Board  of 
August,  1939,  the  Advisory  Commission  to  the  Council  of  National  De- 
fense, the  Office  of  Production  Management  of  January,  1941,  and  the 
Supply,  Priorities,  and  Allocations  Board  of  April,  1941-were  replaced  by 
the  War  Production  Board  of  January,  1942.  The  first  two  organizations 
had  but  brief  lives  and  the  two  latter  failed  to  correlate  programs  for 
military,  Lend-Lease,  and  civilian  supply,  a  task  made  more  difficult  by  the 
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fact  that  the  military  first  underreckoned  its  needs,  particularly  of  indus- 
trial raw  materials  like  steel,  copper,  and  aluminum,  and  then  set  require- 
ments far  above  capacity.  With  the  establishment  of  the  WPB  in  1942, 
when  war  production  accounted  for  50  per  cent  of  the  nation's  output, 
as  against  10  per  cent  in  1941,  co-ordination  improved.  For  President 
Roosevelt  delegated  the  WPB  full  authority  over  production  and  procure- 
ment; authority  over  manpower  the  Board  left  to  the  War  Manpower 
Commission,  a  decision  it  later  came  to  regret;  while  other  aspects  of  the 
economy  such  as  transport,  finance,  and  stabilization  were  given  to  sepa- 
rate bodies,  often  with  overlapping  authority. 

It  soon  became  evident  that  all  industrial  facilities  would  have  to  be 
converted  to  war  production  or  to  making  essential  civilian  goods.  As 
early  as  March,  1941,  the  major  automobile  companies  were  persuaded 
to  build  planes  according  to  airplane  company  designs  in  new  govern- 
ment-owned plants  established  in  Kansas,  Texas,  and  Oklahoma.  To  give 
essential  products  first  claim  on  scarce  materials,  the  Board  issued 
limitation  and  conservation  orders.  Manufacture  of  civilian  automobiles 
was  halted  in  January,  1942.  In  October,  to  fill  requirements  of  the  syn- 
thetic rubber  program,  whiskey  distillers  were  required  to  make  indus- 
trial alcohol  only.  Production  of  consumers'  durables  for  civilian  use 
virtually  ceased,  although  not  until  after  June,  1943,  did  converted 
facilities  add  significantly  to  war  output. 

Priorities  served  as  the  principal  instrument  of  WPB  control;  for 
enforcement,  the  Board  preferred  persuasion  and  arbitration  of  differences 
by  one  of  its  own  divisions  to  resort  to  the  courts.  The  Board  also  exer- 
cised control  by  reviewing  contracts  and  delivery  schedules.  Between 
January  and  April,  1943,  when  the  priorities  system  had  become  inextri- 
cably snarled,  the  WPB  installed  the  Controlled  Materials  Plan.  This 
allocated  both  raw  materials  and  components— engines,  valves,  motors 
and  the  like— to  claimant  agencies  which  transferred  the  allotment  to 
prime  contractors.  These  were  supposed  to  transmit  such  goods  to  their 
subcontractors,  for  by  1943,  greater  effort  was  being  made  to  bring  small 
enterprise  into  war  production. 

To  further  that  end,  Congress  had  passed  the  Small  Business  Mobiliza- 
tion Act  in  1942.  This  provided  for  the  organization  of  a  Smaller  War 
Plants  Corporation  with  a  capital  of  $150  million— later  raised  to  $250 
million.  The  SWPC  was  to  aid  manufacturing  plants  employing  fewer 
than  500  workers.  It  gave  technical  advice,  secured  contracts,  and  made 
loans  for  production.  The  Corporation  also  provided  interim  reconversion 
financing  for  small  plants  in  the  postwar  period.  Between  1942  and  1944, 
the  SWPC  lent  $255.6  million.  Of  the  companies  seeking  funds,  82  per 
cent  had  fewer  than  100  employees;  86.7  per  cent  of  the  loan  applications 
were  for  $100,000  or  less. 
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In  certain  instances,  neither  conservation  of  resources  nor  ingenious 
utilization  of  existing  capacity  could  meet  war  demand.  Expansion  of 
facilities  was  hazardous  for  business:  materials  like  munitions  had  little 
peacetime  market;  war  requirement  for  goods  with  civilian  use  was  on  a 
scale  beyond  estimated  normal  purchasing  power.  To  lessen  such  risks, 
the  federal  government  permitted  war  facilities  to  be  amortized  in  five 
years,  thus  materially  lowering  tax  liabilities.  In  addition,  through  the 
Defense  Plant  Corporation,  which  was  organized  on  August  22, 1940,  the 
federal  government  itself  built  needed  plants  and  then  contracted  for 
their  operation  by  private  firms.  Of  the  $30.67  billion  in  industrial  installa- 
tion added  to  United  States  capacity  during  1941-45,  two-thirds  was 
provided  by  government. 

War  production  found  itself  confronted  by  three  successive  obstacles: 
shortage  of  essential  machine  tools,  shortage  of  essential  materials  and 
components,  and  finally,  late  in  1943,  shortage  of  manpower.  The  first 
problem  was  met  by  great  expansion  in  output  and  use  of  metal-working 
machinery.  In  1940,  70  per  cent  of  that  was  considered  obsolete;  in  1945, 
the  figure  was  39  per  cent.  But  when  government  contributions  were 
excluded,  the  obsolescence  rate  had  fallen  only  to  60  per  cent.  WPB  met 
the  second  problem  by  special  programs  to  increase  output  of  essential 
industrial  raw  materials.  Thus,  in  1938,  the  United  States  had  one  pro- 
ducer of  primary  aluminum,  with  a  capacity  of  300  million  pounds  and 
secondary  recovery  facilities  of  less  than  100  million  pounds.  By  1945, 
RFC  loans  to  another  company  and  construction  of  government-owned 
plants  increased  installed  capacity  to  2.3  billion  pounds.  Shortages  of 
refined  copper  appeared  in  January,  1942.  That  was  met  by  doubling 
imports  and  remitting  tariffs,  subsidizing  United  States  marginal  pro- 
ducers, giving  copper-mining  equipment  priority,  and  even  shutting  down 
American  gold  mines  to  release  miners  for  copper.  Magnesium  capacity 
was  increased  from  6  million  tons  in  1939,  when  Germany  produced  60 
per  cent  of  world  output,  to  491  million  tons  in  1944,  principally  through 
government  assistance  to  producers  of  primary  magnesium.  Steel  soon 
became  an  important  shortage  although  excess  capacity  had  plagued 
the  industry  for  a  decade.  Reluctance  to  increase  that  excess  after  the 
war  began,  and  then  inability  to  spare  the  steel  needed  to  construct  new 
facilities,  made  it  necessary  to  meet  war  demand  for  steel  by  ingenuity 
rather  than  new  plants.  Nevertheless,  facilities  for  10.47  million  tons  of 
pig  iron  and  9.275  million  tons  of  ingot  steel  were  added  to  the  nation's 
capacity  during  the  war  years.  More  immediately  useful  were  such  meas- 
ures as  allocation  of  scrap,  use  of  lower-grade  materials,  earlier  opening 
of  the  Great  Lakes  shipping  season  for  iron  ore,  conversion  of  strip  mills 
to  the  manufacture  of  steel  plate,  and  allocation  of  tonnage.  By  August, 
1942,  steel  mill  production  was  being  scheduled  for  allocation  to  users. 
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Aviation  gasoline  and  rubber  offered  peculiar  problems  since  both  were 
essential  and  increased  output  of  either  depended  on  critical  materials 
needed  by  both.  Of  the  two,  rubber  presented  the  more  serious  need  since 
United  States  supplies  had  been  cut  off  by  Japanese  seizure  of  Malaya 
and  the  Netherlands  Indies.  Stockpiles  dwindled  faster  than  expected. 
Economy  programs—nationwide  gasoline  rationing  to  save  automobile 
tires,  rationing  of  tires  to  essential  users  in  1942,  collection  of  scrap 
rubber,  and  greater  use  of  reclaimed  rubber— were  supplemented  by 
effort  to  increase  Western  Hemisphere  supplies.  Guayule  was  planted 
in  the  southwestern  United  States  and  in  Mexico;  rubber  hunters  jour- 
neyed up  the  Amazon  to  tap  wild  rubber  long  ousted  from  markets  by 
the  superior  product  of  Far  Eastern  plantations.  Chemistry  did  most  to 
meet  the  issue,  for  it  was  chemistry  which  created  a  series  of  synthetic 
products,  none  equal  to  natural  rubber  in  elasticity,  but  others  superior 
in  some  respects,  particularly  resistance  to  corrosion.  In  1942,  a  survey 
committee  under  the  chairmanship  of  Bernard  M.  Baruch  recommended 
that  a  special  program  be  organized  under  a  single  director  with  the  aim 
of  producing  1,106,000  long  tons  of  synthetic  rubber  per  year.  The  United 
States  invested  $699.7  million  in  plants  to  make  Buna-S  and  other  syn- 
thetic materials.  Within  two  years,  although  the  goal  of  the  Baruch  report 
was  not  achieved,  the  836,000  long  tons  made  by  new  facilities  supplied 
synthetic  rubber  enough  to  fill  80  per  cent  of  prewar  needs  at  a  price  of 
34.4  cents  a  pound  as  compared  to  21.4  cents  for  plantation  rubber.  By 
1944,  the  Rubber  Director  could  return  his  special  powers  to  the  WPB. 

Greatly  expanded  industrial  production  required  larger  supplies  of 
electric  power.  Once  again,  war  demand  for  essential  materials  made  it 
impracticable  to  increase  facilities.  During  the  period  1937-44,  produc- 
tion of  salable  energy  per  kilowatt  hour  of  installed  capacity  rose  from 
2,900  to  4,250  kilowatt  hours.  The  Federal  Power  Commission  ordered 
interchange  of  energy  among  power  systems.  To  make  greatest  use  of 
generating  capacity,  the  Commission  granted  exemption  from  regulation 
to  power  companies  which  avoided  interstate  sale  of  power  in  order  to 
escape  federal  jurisdiction,  if  they  engaged  in  interstate  dealings  during 
the  war  emergency.  As  a  result  of  economy  in  use,  and  of  facilities  ex- 
panded and  improved  during  the  30's,  electrical  energy  supplies  met 
essential  needs  and  even  those  which  were  less  necessary.  For  only  in 
seaboard  areas,  where  city  lights  brightened  skies  until  they  made  ships 
good  targets  for  submarines,  were  dimout  regulations  put  into  force. 

In  1943,  as  the  factor  holding  down  war  production  changed  from 
industrial  raw  materials  to  manpower,  it  became  evident  that  the  civilian 
economy  must  be  supplied  with  such  essentials  as  farm  machinery,  buses, 
and  low-priced  clothing.  Concentration  of  civilian  production  in  particu- 
lar plants,  a  measure  frequently  used  in  Britain  and  Germany,  proved  un- 
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workable  because  of  distance  and  industrialists'  reluctance  to  lose  com- 
petitive advantage.  Consequently,  civilian  needs  were  met  by  relaxation 
of  limitation  orders  rather  than  by  assignment  of  civilian  output  to  specific 
enterprises. 

The  vastly  increased  demands  of  war  production  put  an  enormous 
burden  upon  United  States  transportation  facilities.  Under  the  direction 
of  the  Office  of  Defense  Transportation,  which  was  set  up  on  December 
19,  1941,  all  forms  of  transport— rail,  motor,  air,  inland  waterway,  and 
pipeline— were  co-ordinated  with  reasonably  good  results.  The  railroads 
handled  double  the  volume  of  traffic  with  only  20  per  cent  more  freight 
cars  and  10  per  cent  more  locomotives  than  they  had  used  in  1939.  Unlike 
World  War  I,  American  railroads  remained  in  private  control  except  for 
a  brief  period  in  1944  when  the  federal  government  seized  the  railroads 
under  the  Smith-Connally  Act.  The  five  operating  brotherhoods— engi- 
neers, trainmen,  conductors,  switchmen,  and  firemen— called  a  strike  for 
December  30,  1943,  and  the  three  last  refused  to  accept  the  wage  settle- 
ment reached  on  December  27.  Consequently,  the  roads  were  taken  over 
and  operated  by  the  War  Department  from  January  1  to  18,  1944,  when 
railroad  employees  accepted  wage  increases  of  9  to  11  cents  an  hour. 
Although  trucks  and  buses  for  civilian  use  all  but  disappeared  from  the 
market,  motor  transport  maintained  its  effectiveness.  When  submarine 
attack  and  war  needs  cut  oil  tankers  available  for  domestic  use,  the  Big 
Inch  pipeline  from  Longview,  Texas,  to  Phoenixville,  Pennsylvania,  was 
authorized  in  June,  1942,  and  completed  the  following  July  at  a  cost  of 
$95  million. 

Overseas  transportation  presented  issues  far  more  perilous  than  rail- 
roads, trucks,  or  pipelines,  necessary  though  those  might  be.  For  this  was 
a  war  fought  at  vast  distances  and  Axis  submarines  ranged  far  and  effec- 
tively. To  make  the  best  use  of  available  shipping,  the  federal  government 
organized  a  War  Shipping  Administration  on  February  2,  1942.  Its  task 
was  to  insure,  operate,  and  allocate  shipping  and  to  administer  transpor- 
tation priorities.  By  1942,  Britain  and  the  Allies  had  lost  between  12  and 
13  million  tons  of  shipping.  To  replace  past  and  expected  losses,  to  meet 
the  needs  of  naval  transport  and  of  Lend-Lease,  the  United  States  Mari- 
time Commission  undertook  to  accelerate  its  building  program.  The 
Commission  replaced  its  standard  cargo  ship  with  a  slower  vessel  that 
used  old-fashioned  equipment  rather  than  the  turbine  engines  and  modern 
loading  devices  planned  for  the  American  merchant  fleet  in  1939.  Redesign 
and  application  of  mass  production  methods  to  a  standardized  commodity 
finally  succeeded;  by  September,  1942,  after  a  disappointing  initial  period, 
shipyards  finally  began  to  achieve  their  production  goals.  The  result  of 
their  effort  may  be  seen  in  the  fact  that  United  States  gross  ocean-going 
tonnage  rose  from  8.7  to  36.2  million  tons  between  1939  and  1945. 
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Industrial  mobilization  had  many  weaknesses.  Civilian  agencies  erred 
in  allowing  the  services  to  undertake  procurement  without  provision  for 
clearing  contracts  through  the  top  production  agency.  Statistics  were 
inadequate;  the  programming  of  new  facilities  was  often  faulty;  produc- 
tion programs  made  only  too  little  use  of  small  industry  through  sub- 
contracting. At  the  same  time,  industrial  mobilization  provoked  much 
unnecessary  irritation  by  requiring  that  the  smallest  users  of  materials 
comply  with  elaborate  regulations,  although  concentration  in  industry 
was  such  that  supervision  of  a  relatively  few  large  consumers  of  such 
products  as  steel  would  serve  for  effective  control.  Above  all,  serious 
failure  of  liaison  between  the  services  and  the  WPB  led  to  friction.  The 
services  lacked  confidence  in  the  head  of  the  WPB.  The  Board  challenged 
the  military's  statistics;  insisted  that  the  capacity  of  the  economy  set 
a  ceiling  on  the  services'  demands;  and  that  civilian  agencies  have  control 
over  industrial  construction  for  military  purposes  and  over  the  number  of 
men  taken  from  the  labor  force.  Within  the  WPB,  personal  antagonisms 
led  to  further  disputes. 

Nevertheless,  despite  faltering,  fumbling,  and  feuding,  United  States 
war  output  reached  staggering  levels.  In  addition  to  the  materiel,  cloth- 
ing, and  shelter  required  for  training  some  12  million  draftees  and  the 
facilities  needed  for  maintaining  them  in  the  field,  the  United  States 
supplied  $37  billion  in  Lend-Lease  goods,  of  which  $21  billion  went  for 
munitions  and  ships.  Between  1939  and  1944,  manufacturing,  mining,  and 
construction  doubled  their  production  (during  World  War  I,  the  increase 
was  7  per  cent).  Productive  capacity  increased  by  50  per  cent,  most  of 
which  was  paid  for  by  the  federal  government.  Over-all  output  increased 
by  25  per  cent  in  consequence  of  a  longer  work  week,  improved  equip- 
ment, wider  use  of  information  once  held  confidential,  and  application 
of  mass  production  methods  to  aircraft  manufacture  and  shipbuilding. 
Translated  into  tangibles,  that  production  represented  86,330  tanks  made 
between  July,  1940,  and  July,  1945;  2,455,964  trucks;  296,400  planes  of  all 
types;  64,500  landing  vessels;  5,400  cargo  ships  and  transports;  6,500  naval 
ships;  7,803  pieces  of  heavy  artillery;  56,367  lighter  guns;  2,681,052 
machine  guns;  7,693  heavy  naval  guns;  and  5,822,000  short  tons  of  air 
bombs.  Table  34  shows  the  course  of  production  and  corporate  profits 
during  World  War  IL 

MOBILIZATION  OF  AGRICULTURE 

After  the  fall  of  1942,  American  agriculture  faced  a  series  of  problems 
not  the  least  of  which  was  the  need  for  reversal  in  attitude.  In  1939, 
agricultural  surpluses  were  heavy;  low  prices  prevailed  in  spite  of  New 
Deal  programs.  The  outbreak  of  World  War  II  did  not  ease  the  situation: 
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Britain  turned  to  its  own  empire  for  foodstuffs,  France  was  reasonably 
self-sufficient,  and  the  Axis  countries  could  not  pay  in  acceptable  currency. 
So  late  as  May,  1941,  the  Bankhead  Act  provided  that  the  Commodity 
Credit  Corporation  be  continued  and  loans  at  85  per  cent  of  parity  be 
extended  to  producers  of  corn,  wheat,  cotton,  rice  and  tobacco.  Between 
1942  and  1944,  the  Commodity  Credit  Corporation  actually  extended  such 
loans  to  maintain  prices  by  keeping  commodities  off  the  market.  Yet,  by  the 
fall  of  1942,  meat,  fats,  oil,  dairy  products,  and  canned  food  were  in  short 
supply.  The  needs  of  the  armed  forces  and  Lend-Lease,  and  increased 
demand  because  of  higher  civilian  income  swelled  the  market  for  food. 
Loss  of  fiber  and  vegetable  oil  supplies  by  reason  of  Japanese  conquest 
in  the  Pacific  further  increased  United  States  need  for  peanuts,  soybeans, 
flaxseed  and  hemp.  To  step  up  the  output  of  such  products,  the  Bankhead 
Act  provision  for  loans  at  85  per  cent  of  parity  was  applied  to  more 
commodities.  To  secure  parity  prices  for  staples  in  less  demand,  Congress 
continued  AAA  crop  reduction  programs  between  1941  and  1943.  In  1943 
Congress  denied  the  Secretary  of  Agriculture  authority  to  use  AAA  funds 
to  finance  incentive  payments  for  increased  output  of  oil  and  fiber  crops. 

TABLE  34 
Production  and  Profits,  1939-45 


Corporate 

Corporate 

Profits  as 

Volume  of 

Profits  after 

Percentage 

Production 

Taxes 

of  National 

(1935-39  =  100) 

($bffl.) 

Income 

1939 

109 

5.0 

5.0 

1940 

125 

6.4 

7.5 

1941 

162 

9.38 

8.8 

1942 

199 

9.4 

7.1 

1943 

239 

10.36 

6.6 

1944 

235 

9.9 

6.2 

1945 

203 

8.9 

5.6 

Thus,  abruptly,  after  a  decade  of  seeking  to  adjust  crops  to  what  ap- 
peared permanent  diminution  of  demand,  American  farmers  and  govern- 
ment farm  agencies  were  called  upon  to  increase  production,  particularly 
in  vegetable  oils  and  livestock— commodities  carrying  a  relatively  high 
degree  of  risk.  Such  programs  must  be  carried  out  under  handicapx 
moreover,  for  the  armed  services  and  war  industries  drained  manpower 
while  war  materiel  absorbed  steel  and  skills  needed  for  agricultural 
machinery.  Higher  prices  might  increase  production,  but  rising  farm 
prices  meant  higher  living  costs  and  that  in  turn  meant  waxing  inflation. 
Encouraging  agricultural  output  had  serious  fiscal,  economic,  and  politi- 
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cal  implications,  for  organized  farmers  had  not  forgotten  the  price  debacle 
of  1920. 

To  insure  against  repetition,  the  Price  Stabilization  Act  of  1942  made 
special  concessions  to  farmers.  Certain  commodity  prices  were  to  be 
supported  at  90  per  cent  of  parity  for  two  years  after  the  end  of  hostilities. 
The  Secretary  of  Agriculture  might  veto  the  ceilings  placed  on  unproc- 
essed farm  products  and  no  price  ceilings  were  to  be  set  on  agricultural 
commodities  until  their  prices  had  reached  either  110  per  cent  of  parity 
or  the  level  of  1919-29,  whichever  might  be  higher.  In  1944,  the  Stabiliza- 
tion Extension  Act  made  similar  provision;  staple  producers  were  to  get 
100  per  cent  of  parity  or  the  highest  price  prevailing  between  January  1 
and  September  15,  1942,  again  whichever  might  be  higher. 

To  determine  both  the  over-all  need  for  food  and  the  division  of  sup- 
plies among  foreign  and  United  States  requirements,  military  and  civilian, 
several  agencies  were  set  up  between  1942  and  March,  1943,  when  a 
War  Food  Administration  was  installed.  This  took  over  the  task  of  allocat- 
ing food  to  claimant  groups  and  of  furthering  military  procurement 
through  "set  aside"  orders  which  required  that  a  portion  of  total  output— 
particularly  of  meat,  dairy  products,  and  canned  goods— be  kept  for 
military  or  Lend-Lease  use  rather  than  for  sale  as  civilian  branded  goods. 

In  1939-40,  the  farm  population  was  30.48  million,  or  16  per  cent  of 
the  labor  force,  a  number  then  considered  too  large  for  the  output  needed. 
Between  1940  and  1945,  the  population  on  farms  dropped  17  per  cent, 
and  farm  workers  diminished  by  5  per  cent.  By  the  fall  of  1942,  farms 
suffered  from  lack  of  labor.  In  November,  Selective  Service  deferred  farm 
workers.  The  Tydings  Amendment  to  the  bill  lowering  the  draft  age  from 
21  to  18  made  such  deferment  mandatory;  local  draft  boards  might  extend 
deferment  even  after  the  beneficiary  left  agricultural  employment  if  they 
thought  the  deferee  were  making  an  equal  contribution  to  the  war  effort. 
Between  1.5  and  1.75  million  men  were  deferred  as  a  result.  In  addi- 
tion, agricultural  manpower  was  increased  by  prisoners  of  war,  115,369 
of  whom  were  working  on  farms  in  1945;  and  by  65,000  workers  re- 
cruited from  Mexico  and  the  British  West  Indies. 

Since  farm  implement  manufacture  was  curtailed  by  lack  of  steel  and 
of  components  needed  for  tanks  and  other  military  equipment,  available 
farm  machinery  was  rationed  for  distribution  through  County  War  Boards 
until  November,  1944.  With  only  10.01  million  workers  (against  the  11.47 
million  average  of  1935-39)  and  many  of  those  boys,  girls,  women,  and 
older  men  not  usually  part  of  the  agricultural  labor  force,  American  farms 
doubled  their  output  during  the  war.  Production  per  employee  also  in- 
creased; with  1910-14  as  100,  the  index  of  farm  employee  output  stood 
at  120  in  1935, 151  in  1940,  and  191  in  1945.  Favorable  weather  accounted 
for  a  good  part  of  the  gain  in  output,  but  improved  seeds  and  stock 
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strains  and  a  tripled  use  of  fertilizer  produced  even  greater  improvement. 
Helpful,  too,  were  such  wartime  innovations  as  chemical  weed  killers 
and  insecticides  like  DDT.  The  table  below  shows  the  course  of  farm 
income,  prices,  and  mortgage  debt  during  the  Second  World  War; 

TABLE  35 
Farm  Income,  Mortgage  Debt,  Prices,  1939-45 

Farm  Income  Mortgage  Debt  Farm  Prices 

($  billion)  ( 1926  rr  100) 


1939 

3.46 

7.0 

65.3 

1940 

3.62 

6.58 

67.7 

1941 

4.33 

6.49 

82.4 

1942 

5.37 

6.37 

105.9 

1943 

6.15 

5.95 

122.6 

1944 

6.69 

5.39 

123.3 

1945 

6.95 

4.93 

128.2 

MOBILIZATION  OF  FOREIGN  TRADE 

The  United  States  and  its  allies  mobilized  foreign  trade  for  three 
purposes:  to  secure  needed  goods,  to  keep  supplies  from  the  enemy,  and 
to  maintain  neutral  economies  lest  goods  be  diverted  to  the  enemy.  Both 
export  and  import  trade  in  consequence  was  conducted  under  rigid 
government  control  usually  exercised  through  licensing  restrictions. 
More  than  ever,  it  became  evident  that  neutral  rights  were  proportioned 
to  neutral  power  (or  nuisance  value)  as  both  the  Allies  and  the  Axis 
sought  to  make  neutral  nations  serve  their  war  ends.  The  United  States 
and  Britain  worked  together  after  1942,  but  each  maintained  separate 
agencies.  For  the  United  States,  these  fell  into  three  groups:  stockpiling 
and  preclusive  buying;  general  pressure  on  neutrals;  and,  later,  the  search 
for  Axis  assets  in  Sweden,  Switzerland,  and  the  Argentine.  Between 
August,  1940,  and  October,  1942,  the  Defense  Supplies  Corporation 
spent  $1.13  billion  for  foreign  products  needed  in  the  war  effort.  In  July, 
1942,  the  Corporation  became  exclusive  importer  of  materials  ranging 
from  abaca  and  hides  to  wool  and  quebracho  extract.  In  1942,  the  Cor- 
poration also  became  the  instrument  by  which  available  aviation  gaso- 
line was  divided  between  United  States  and  British  requirements  and 
by  which  tire  and  tube  stocks  frozen  in  dealers'  hands  by  rationing  were 
returned  to  suppliers.  For  preclusive  buying  of  mercury,  chrome,  wolfram, 
sardine  oil,  and  ball  bearings  produced  in  Spain,  Portugal,  Turkey,  and 
Sweden,  the  chief  American  instrument  was  the  United  States  Commer- 
cial Company.  This  outbid  the  Germans  both  in  price  and  payment,  for 
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it  offered  a  currency  exchangeable  for  goods  rather  than  post-victory 
promises. 

As  co-ordinating  agency  for  mohilizing  foreign  trade,  the  Board  of 
Economic  Warfare  of  December,  1941,  was  succeeded  by  the  Economic 
Defense  Board,  the  Office  of  Economic  Warfare  and  finally,  in  September, 
1943,  by  the  Foreign  Economic  Administration,  which  combined  Lend- 
Lease,  foreign  relief,  and  economic  warfare  activities  in  the  one  agency. 
Besides  securing  supplies  and  carrying  through  preclusive  buying,  the 
successive  economic  warfare  agencies  administered  "blacklists"  of  firms 
suspected  of  trading  with  the  enemy  and  brought  pressure  on  neutrals. 
In  1943,  for  example,  the  Allies  refused  oil  shipments  until  Spain  with- 
drew its  "Blue  Legion"  from  Russia  and  ceased  allowing  German  sub- 
marines to  use  Spanish  ports.  Oil  was  similarly  used  to  influence  Sweden. 
In  co-operation  with  the  Treasury,  which  controlled  foreigners'  funds, 
economic  warfare  agencies  attempted  to  prevent  the  flight  of  Axis  assets 
to  Switzerland  or  the  Argentine.  This  last  maneuver  was  less  successful 
than  it  might  have  been  because  controls  upon  the  movement  of  funds 
to  the  latter  were  lifted  soon  after  May,  1945;  and  the  best  bargain  pos- 
sible with  Sweden  and  Switzerland  was  a  50-50  division  of  Axis  assets 
visible  in  those  countries  in  May,  1946. 

In  dealing  with  Latin  America,  agencies  mobilizing  foreign  trade  had 
to  co-operate  in  a  policy  of  making  the  best  possible  use  of  Latin- 
American  sources  of  supply  while  checking  Axis  influence  and  supporting 
economies  disturbed  by  loss  of  markets  in  Europe.  During  the  neutrality 
period,  the  Defense  Supplies  Corporation  carried  out  two  important 
projects  affecting  Latin-American  aviation:  it  financed  the  training  of 
aviation  personnel  in  United  States  schools,  thus  helping  free  Latin- 
American  airlines  from  dependence  on  imported  technicians;  and,  in 
April,  1941,  it  used  an  allotted  $8  million  to  eliminate  German  and  Italian 
aviation  companies  from  Peru,  Ecuador,  Bolivia,  and  Brazil.  The  Corpo- 
ration also  financed  projects  for  growing  or  harvesting  abaca  and  cinchona 
bark,  while  the  Rubber  Reserve  Company  agreed  to  buy  all  rubber  pro- 
duced in  Bolivia  and  Brazil.  In  August,  1941,  the  Supplies,  Priorities  and 
Allocation  Board  declared  that  Latin-American  needs  would  be  put  on 
the  same  level  as  those  of  United  States  civilians  and  their  people  would 
be  assured  essential  machinery  and  food  supplies. 

The  effectiveness  of  these  measures,  and  of  plans  for  economic  aid 
already  discussed *  may  be  seen  in  the  fact  that,  by  1943,  all  the  nations 
of  Latin  America,  with  the  exception  of  the  Argentine,  had  broken  diplo- 
matic relations  with  the  Axis.  Many,  including  Brazil,  declared  war. 

i  See  above,  p.  478, 
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Ecuador  granted  the  United  States  use  of  air  bases  in  the  Galapagos 
Islands.  Mexico  and  Brazil  set  up  joint  Defense  Commissions  with  the 
United  States  in  February  and  August,  1942,  and  both  nations  contributed 
military  units  to  the  Allied  cause.  Argentina  itself  finally  broke  relations 
with  the  Axis  in  1944.  Despite  some  faltering  and  many  weak  spots, 
therefore,  the  policy  of  Hemisphere  Solidarity  proved  quite  effective  in 
action, 

MOBILIZATION  OF  SCIENCE 

Modern  mechanized  war  demands  not  only  high  industrial  output  but 
constant  improvement  of  the  tools  of  warfare.  To  co-ordinate  the  efforts 
of  scientists,  engineers,  industrialists,  and  military  men  in  improving  those 
tools  and  in  making  the  most  of  the  men  who  would  use  them,  the  Office 
of  Scientific  Research  and  Development  was  set  up  in  June,  1941.  Unlike 
the  Axis  powers,  which  dropped  most  fundamental  war  research  soon 
after  hostilities  began,  the  United  States  mobilized  its  scientists  during 
the  neutrality  period,  linking  their  efforts  with  those  of  British  workers 
in  the  field  as  early  as  September,  1940,  when  both  countries  agreed  to 
exchange  information.  Scientific  research  and  its  application  made  three 
principal  contributions:  improved  use  of  manpower,  improved  industrial 
techniques,  and  new  weapons. 

Military  medicine  was  called  upon  not  merely  to  repair  damage  but 
to  prevent  it  when  possible.  Thus,  by  1942,  psychologists  and  psychiatrists 
attempted  to  formulate  tests  for  sifting  draftees  in  order  to  eliminate  the 
more  obvious  risks  and  to  develop  techniques  for  furthering  readjustment 
by  minds  overstrained  in  combat.  The  high  rate  of  rejection  and  discharge 
for  neuropsychiatric  disorders  indicated  the  range  of  the  problem  rather 
than  success  in  coping  with  it;  mental  disorders,  like  war  itself,  were 
diseases  of  man  in  society  which  left  the  doctor  uncertain  as  to  who  his 
patient  might  be.  Nevertheless,  war  psychiatry  developed  useful  short- 
cuts to  therapy:  narcoanalysis  for  uncovering  the  source  of  conflict  and 
varied  discussion  techniques  for  handling  recurrent  problems  on  a  group 
basis. 

In  dealing  with  more  obvious  ills  such  as  infections  and  the  tropi- 
cal diseases,  military  medicine  made  more  conspicuous  advances.  The 
measure  of  its  success  may  be  taken  from  the  fact  that  the  annual  rate  of 
death  from  wounds  and  disease  during  Worlil  War  II  was  less  than  half 
that  of  World  War  I.  Although  World  War  I  rates  may  have  been  skewed 
by  the  severe  influenza  epidemic  of  1919,  the  difference  remains  striking. 
Use  of  blood  plasma— of  which  civilians  gave  13.3  million  pints  by  August, 
1945— and  better  preservation  of  whole  blood  made  it  easier  to  deal  with 
the  consequences  of  burns  and  hemorrhage  and  to  lessen  the  effect  of 
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shock.  Such  new  drugs  as  the  sulfonamides  and  antibiotics  like  penicillin 
lessened  the  danger  of  wound  infection.  The  transformation  of  penicillin 
from  a  laboratory  rarity  to  a  mass-produced  commodity  occurred  in  less 
than  five  years.  Inoculation  for  such  diseases  as  yellow  fever?  cholera, 
typhoid,  and  typhus  made  many  draftees  acutely  miserable  but  lessened 
the  threat  of  epidemic.  Insecticides  like  DDT,  long  known  but  only  lately 
used,  destroyed  mosquitoes,  lice,  and  other  insect  carriers  of  disease. 
Malaria  seemed  the  greatest  medical  problem  after  Pearl  Harbor,  for  a 
Pacific  war  would  be  fought  in  malaria  country  and  the  Japanese  had 
seized  the  world's  commercial  provider  of  the  only  effectual  remedy, 
quinine.  Domestic  stores  of  the  drug  were  frozen,  then  taken  over  by  the 
Defense  Supplies  Corporation,  which  also  sought  to  increase  South  Amer- 
ican production  of  cinchona  bark.  Meanwhile,  scientific  research  im- 
proved atabrine,  a  synthetic  product  effective  against  malaria  but  believed 
to  be  toxic.  In  use,  dangers  proved  less  than  feared  and  the  drug  itself 
was  successful  against  virulent  forms  of  the  disease.  Under  OSRD  con- 
tract, workers  at  Columbia  University  developed  still  other  antimalarials, 
primaquene  and  isopentaquine,  which  served  preventively  as  well  as 
remedially. 

Industrial  research  and  the  needs  of  war  together  spurred  use  of  new 
techniques.  The  application  of  mass  production  to  aircraft  and  ship  con- 
struction has  already  been  mentioned.  Costs  were  cut,  material  saved, 
or  products  improved  in  many  ways.  Thus,  induction  heating  hardened 
metal  without  requiring  skilled  workmen  for  brazing.  Centrifugal  casting 
saved  metal  and  time  in  the  manufacture  of  gunbarrels.  Electronic  and 
X-ray  devices  made  inspection  of  metals  speedier  and  more  efficient. 
Greater  use  of  welding  and  new  riveting  equipment  spared  skill  and 
speeded  production,  as  did  use  of  infra-red  rays  to  dry  paint.  The  need 
to  conserve  such  scarce  alloy  materials  as  chromium,  vanadium,  and 
molybdenum  showed  the  possibilities  of  more  available  materials  for 
hardening  steel. 

Scientific  research  made  its  most  striking  contribution  to  the  war  in 
providing  new  weapons  and  new  means  of  combating  enemy  weapons. 
Thus,  with  radar,  ships  and  planes  could  find  enemy  submarines  and 
attack  them  effectively.  Electronic  directors  for  antiaircraft  fire  lessened 
the  effectiveness  of  enemy  attacks.  Chemists  developed  smokes  for  con- 
cealment; and  incendiary  bombs  and  jellied  gasoline  for  use  in  flame- 
throwers added  to  the  destructive  power  of  attack  by  air  and  on  land. 
Artillery  was  improved  by  the  devising  of  rocket  guns  of  high  power  and 
low  recoil,  by  use  of  an  improved  explosive,  RDX,  and  by  the  invention 
of  the  proximity  fuse  which  delayed  the  explosion  of  shells  until  they 
were  within  effective  distance  of  their  targets.  Though  the  device  was 
extremely  complex,  it  was  put  in  mass  production  well  before  military 
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leaders  were  willing  to  expose  it  in  land  warfare  (until  1944,  it  had  been 
reserved  for  overwater  use  lest  the  enemy  master  its  construction). 

Of  all  the  achievements  of  scientific  mobilization,  military  use  of  atomic 
fission  was  most  striking.  The  equivalence  of  mass  and  energy  had  been 
an  accepted  hypothesis  for  decades.  In  1939,  refugee  scientists  in  the 
United  States  asserted  that  nuclear  fission  had  military  potentialities.  In 
1940,  the  National  Research  Council  was  urged  to  set  up  "voluntary 
censorship"  of  the  publication  of  new  developments  in  nuclear  physics. 
Meanwhile,  after  a  series  of  conferences  among  scientists  and  the  Navy 
Department,  President  Roosevelt  was  persuaded  to  support  an  Advisory 
Committee  on  Uranium,  which  began  meeting  in  October,  1939.  By  June, 
1940,  this  won  further  backing  for  work  on  fundamentals.  Thereafter 
the  uranium  committee  became  part  of  a  new  National  Defense  Research 
Committee  which  drew  funds  from  the  army  and  navy  and  contracted 
its  work  out  to  the  nation's  universities.  In  consequence  of  this  project 
and  reports  from  British  workers  in  the  field,  the  OSRD  pressed  for  an 
enlarged  uranium  program  under  its  jurisdiction.  By  December,  1941, 
military  potentialities  seemed  high  enough  to  warrant  investment  of 
physicists'  time.  During  the  following  year,  scientific  and  engineering 
aspects  of  the  problem  were  separated  while  differing  methods  of  secur- 
ing Uranium  235  were  explored  and  the  least  useful  discarded.  In  April, 
1943,  the  army  took  over  actual  production  of  atomic  weapons.  In  co- 
operation with  large  engineering  and  chemical  companies,  the  army  built 
and  operated  the  huge  installations  needed  for  production  of  atomic 
weapons.  On  July  16,  1945,  the  result  of  more  than  five  years  of  effort 
was  detonated  at  Los  Alamos,  New  Mexico.  On  August  6,  the  first  atomic 
bomb  was  dropped  on  Hiroshima;  a  second  fell  on  Nagasaki  three  days 
later. 

Mobilization  of  United  States  academic,  industrial,  government,  and 
military  scientists  for  war  was  of  significance  in  three  respects.  In  con- 
trast with  Axis  experience,  it  demonstrated  that  a  nation  at  war  cannot 
regard  research  as  a  luxury,  but  must  continue  to  improve  its  arms. 
OSRD  procedure  indicated  that  research  could  be  "contracted  out"  as 
effectively  as  production  of  goods  could  be  subcontracted.  It  was  possible 
to  mobilize  brainpower  and  yet  permit  great  decentralization  and  much 
autonomy  for  scientific  workers.  Finally,  with  actual  use  of  atomic  energy, 
scientific  mobilization  raised  important  questions  of  responsibility  and 
power.  For  a  few  months  at  least,  the  atomic  bomb  brought  scientists  out 
of  their  white-tiled  laboratories  to  face  the  rubble  those  laboratories 
helped  create.  Then,  in  almost  grotesque  refutation  of  the  Utopian  specu- 
lations of  an  H.  G.  Wells,  the  scientists  admitted  that  knowledge  was  not 
power  and  accepted  their  unhappy  roles  of  tools  rather  than  directors  of 
the  future. 
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FISCAL  PROBLEMS  AND  INFLATION 

War  required  huge  expenditures;  appropriations  for  war  between  1941 
and  1945  totalled  nearly  $347  billion.  Under  that  pressure,  fiscal  policy 
was  directed  toward  three  principal  ends:  first,  raising  as  much  as  prac- 
ticable from  taxation  in  order  to  lessen  inflationary  pressure;  second, 
using  borrowing  programs  as  a  means  of  absorbing  purchasing  power; 
third,  directing  taxation  toward  preventing  "unjust  enrichment"  of  indi- 
viduals and  corporations  producing  for  the  war  program.  In  1940,  two 
revenue  acts  increased  rates  on  individual  and  corporate  incomes  and 
raised  excises  as  well.  The  Revenue  Act  of  1941  lowered  personal  exemp- 
tions, raised  surtaxes,  and  increased  taxes  on  gifts,  estates,  and  corporate 
income.  New  excises  were  adopted  to  make  luggage,  electric  light  bulbs, 
jewelry,  furs,  cosmetics,  and  "juke  boxes"  and  other  coin-operated  amuse- 
ment devices  contribute  to  federal  revenue.  In  1942,  income  tax  exemp- 
tions were  lowered  again,  rates  increased,  and  more  commodities  made 
subject  to  excise.  The  following  year,  after  experiment  with  tax  deduction 
at  the  source  of  wages  and  salaries,  that  method  was  applied  more  widely 
and,  so  far  as  possible,  all  tax  payments  were  put  on  a  current  basis 
through  nominal  "forgiveness"  of  75  per  cent  of  the  taxes  owed  on  the 
previous  yearly  arrears  system,  In  consequence  of  these  measures,  be- 
tween 1941  and  1945,  the  federal  government  raised  $97.35  billion  in 
income  and  excess  profits  taxes.  Excises,  customs,  gift,  and  estate  taxes 
accounted  for  $41.12  billion  more. 

Despite  Presidential  recommendation  for  more  severe  taxation  in  1942, 
including  a  $25,000  "ceiling"  on  incomes,  taxes  met  less  than  half  the  cost 
of  World  War  II.  The  federal  government  borrowed,  therefore;  and  Con- 
gress raising  the  limit  set  on  the  public  debt,  also  made  interest  on  future 
federal  securities  subject  to  federal  income  taxes.  As  during  World  War  I, 
war  bonds  and  stamps  were  issued  in  denominations  small  enough  to  suit 
the  meagerest  purse.  Unlike  World  War  I  practice,  however,  most  war 
bonds  offered  individuals  were  not  negotiable,  although  they  might  be 
redeemed  after  60  days,  and  effort  was  made  to  have  bonds  bought  out 
of  income  rather  than  savings.  The  eight  war  loans  of  1941-46  produced 
$156.89  billion,  of  which  only  $43.26  billion  was  sold  to  individuals. 
Banks  absorbed  a  large  portion  of  these  loans,  but  their  chief  contribu- 
tion lay  in  purchasing  other  federal  securities  and  short-term  Treasury 
paper, 

While  excess  profits  levies  were  incorporated  into  the  war  revenue  acts, 
other  measures  tended  to  lessen  the  effect  of  attempts  to  "take  the  profit 
out  of  war."  Thus,  the  Vinson-Trammel  Act  of  1939,  with  its  8  to  12  per 
cent  ceiling  on  the  profits  of  plane  manufacturers,  was  suspended  in 
October,  1940.  Provision  for  amortization  of  new  war  facilities  in  five 
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years  and  the  1945  Tax  Adjustment  Act  hastening  the  payment  of  war  tax 
refunds  also  tended  to  lessen  the  effect  of  excess  profits  legislation;  so, 
too,  did  the  provision  for  "carryback"  and  "carryforward"  of  losses  over 
a  period  of  years. 
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Since  in  wartime  normal  relations  between  income  and  goods  avail- 
able are  destroyed  and  since  the  government  tends  to  become  the  pri^ci- 
pal  consumer— by  1943-44,  66  per  cent  of  all  United  States  production 
went  to  war  purposes— free  markets  and  the  price  system  can  no  longer 
regulate  the  economy  effectively.  Yet,  to  ease  the  financial  burden  of  war 
and  to  maintain  morale,  it  is  necessary  to  seek  something  approaching 
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balance  between  costs  and  prices,  'especially  as  those  affect  the  cost  of 
living.  Consequently,  government  controls  on  prices,  credit,  and  the  flow 
of  goods  become  necessary  to  check  inflation  and  share  scarce  goods 
equitably  as  well  as  to  channel  materials  into  war  production. 

Accordingly,  the  federal  government  rationed  commodities,  and  con- 
trolled prices  and  credit.  Although  the  economy  was  functioning  at  rela- 
tively low  levels  in  1939,  when  defense  programs  began,  shortages  and 
maladjustments  became  evident  early  the  following  year  as  British  and 
French  purchases  swelled  demand.  A  division  of  the  National  Defense 
Advisory  Commission  set  prices  on  certain  scarce  materials-used  machine 
tools,  zinc,  iron,  steel  and  aluminum  scrap-while  its  ineffectual  consumer 
division  gathered  statistics  on  rent  and  living  cost  problems.  In  April, 
1941,  President  Roosevelt  replaced  the  NDAC  division  with  an  Office  of 
Price  Administration  and  Civilian  Supply.  This,  like  its  August  successor, 
the  Office  of  Price  Administration,  proved  relatively  ineffectual:  it  failed 
to  co-ordinate  its  activities  with  those  of  procurement  and  production 
agencies,  and  it  lacked  legal  authority  to  enforce  the  ceilings  it  set, 
principally  on  producers'  and  wholesale  prices,  As  early  as  December, 
1941,  the  OPA  requested  commodity  exchanges  to  put  at  least  temporary 
ceilings  on  staple  products  and  such  imported  commodities  as  coffee, 
cocoa,  and  pepper.  It  froze  stocks  of  automobile  tires,  and  set  top  prices 
on  second-hand  bags,  reclaimed  rubber,  wool,  kapok,  clay  and  iron  pipe, 
and  zinc  oxide.  Nevertheless,  between  September,  1939,  and  December, 
1941,  the  price  of  29  cost-of -living  commodities  rose  25  per  cent.  Early 
in  the  year,  Bernard  M.  Baruch,  head  of  the  War  Production  Board  of 
World  War  I,  urged  that  prices,  wages,  and  rent  be  frozen  at  current 
levels.  His  recommendation  was  disregarded,  for  both  administrative  and 
legislative  opinion  preferred  selective  to  general  controls  since  the  former 
were  easier  to  enforce  and  more  congenial  with  American  hostility  to 
government  dictation  in  economic  concerns. 

Although  living  costs  rose  at  the  rate  of  1  per  cent  per  month  during 
1941,  Congress  did  not  give  the  OPA  definite  powers  of  enforcing  price 
and  rationing  regulations  until  January  30,  1942.  The  Emergency  Price 
Control  Act  of  April  authorized  the  agency  to  control  prices  and  rents 
and  to  ration  scarce  commodities.  Price  ceilings  on  agricultural  products 
were  restricted,  as  has  been  noted  above,  while  efforts  to  hold  rents  down 
were  often  thwarted,  especially  in  crowded  areas.  To  draw  out  marginal 
production  without  increasing  prices  for  the  entire  supply  of  a  commod- 
ity such  as  copper,  the  OPA  was  authorized  to  subsidize  high-cost  pro- 
ducers. It  also  attempted  to  use  subsidies  as  a  means  of  holding  down  the 
price  of  food  to  consumers,  a  measure  opposed  by  most  organized  farm 
groups. 

In  April,  1942,  after  Congress  had  extended  OPA  authority,  the  agency 
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adopted  a  General  Maximum  Price  Regulation.  This  set  the  top  March, 
1942,  price  as  the  ceiling  for  consumers'  goods.  Because  OPA  ceilings 
protected  their  profit  margins,  and  because  a  more  personal  relationship 
between  customer  and  dealer  favored  liberal  interpretation  of  ration 
restrictions,  small  retailers  gained  ground  during  World  War  II:  grocery 
chains  which  had  done  39  per  cent  of  the  total  business  in  1941  did  only 
32  per  cent  in  1944.  (By  1952,  the  figure  had  climbed  back  to  38  per  cent. ) 
In  October,  1942,  the  Stabilization  Act  extended  controls  to  wages.  In 
April  of  the  following  year,  the  President  ordered  even  tighter  enforce- 
ment of  the  October,  1942,  law  which  directed  that  wages  and  prices  be 
stabilized  at  the  level  of  September  15. 

In  order  to  divide  scarce  supplies  in  a  fashion  more  likely  to  support 
morale  than  a  war-disordered  price  system,  the  OPA  resorted  to  ration- 
ing on  the  consumer  level.  By  the  end  of  1942,  new  tires  and  tubes,  auto- 
mobiles, recapped  tires,  typewriters,  sugar,  gasoline,  bicycles,  rubber 
boots,  and  fuel  oil  were  rationed  to  consumers.  In  1943,  shoes,  processed 
foods,  meats  and  fats,  and  stoves  were  added  to  the  list.  Housewives 
struggled  to  balance  budgets  in  terms  of  red  and  blue  ration  stamps  and 
tokens  as  well  as  in  terms  of  money.  The  opposition  of  producers'  and 
distributors'  groups  (especially  to  the  April,  1943,  order  rolling  back 
prices  and  so  cutting  profit  margins)  higher  income  payments,  admin- 
istrators' errors  like  failure  to  impose  ceilings  on  livestock  at  the  farm 
level  in  1943— all  these  promoted  the  diversion  of  goods  to  the  black 
market  where  supply  and  demand  set  prices.  Removal  of  major  rationing 
restrictions  in  the  spring  of  1944  contributed  to  food  shortages  later  that 
year  and  during  1945-46.  As  serious  as  shortages  were  problems  of  dis- 
tribution, especially  of  meat.  Diversion  of  livestock  to  local  slaughterers 
kept  supplies  from  federally-inspected  plants  and  the  legal  channels  of 
interstate  commerce.  With  problems  like  deterioration  of  quality  neither 
OPA  nor  the  law  could  cope;  in  fact,  a  measure  of  1945  forbade  OPA 
to  set  ceilings  on  canned  goods  with  established  government  grades  as  a 
standard.  Yet,  despite  irritations  and  uneven  enforcement,  consumer 
rationing  and  price  controls  helped  ease  the  impact  of  inflationary  price 
changes. 

In  addition  to  direct  controls  and  fiscal  measures  intended  to  siphon 
purchasing  power  into  taxes  and  war  bonds,  the  federal  government 
attempted  to  prevent  use  of  credit  for  borrowing  that  might  increase 
inflationary  pressures.  While  government-guaranteed  loans  were  made 
to  enterprises  converting  to  war  production,  the  Federal  Reserve  System 
acted  to  prevent  bank  resources  swollen  by  holdings  of  government 
securities  from  becoming  a  base  for  monetary  inflation.  In  September, 
1941,  the  System's  Board  of  Governors  raised  reserve  requirements  to  the 
limit  set  by  law:  26  to  14  per  cent  on  demand  deposits,  and  6  per  cent 
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on  time  deposits.  More  immediate  in  effect  on  consumption  was  Regula- 
tion W  of  August,  1941.  In  1942,  the  regulation  was  applied  to  single- 
payment  loans  and  charge  accounts,  while  installment  sellers  were  re- 
quired to  demand  one-third  of  the  purchase  price  as  down  payment  with 
completion  of  payment  within  12  to  15  months.  Professional  -advocates 
of  installment  credit  found  fault  with  the  regulation  because  of  its  broad 
application,  which  cut  installment  credit  outstanding  from  $5.8  billion 
in  1942  to  $2.06  billion  in  1945. 

What  success  the  federal  government  had  in  meeting  the  problems  of 
inflation  in  wartime  may  be  seen  from  the  table  below,  which  shows  the 
course  of  national  income,  the  national  debt,  and  wholesale  price  indexes. 

TABLE  36 
National  Income,  Debt;  Commodity  Prices,  1939-45 

National  Manu- 

National  Interest-bearing  Raw  factored  All  Corn- 
Income  Debt  Materials  Goods  modities 
($bill)  ($bffl.)  (1926  =  100) 


1939 

72.5 

34.7 

70.2 

80.4 

77.1 

1940 

81.3 

42. 

71.9 

81.6 

78.6 

1941 

103.8 

50. 

83.5 

89.1 

87.3 

1942 

136.5 

100.1 

100.6 

98.6 

98.8 

1943 

168.3 

170.1 

112.1 

100.1 

103.1 

1944 

182.3 

232.1 

113.2 

100.8 

104.0 

1945 

182.8 

256.36 

116.8 

101.8 

105.8 

IMPACTS  OF  WAR 

War's  commonly  disturbing  social  effects  were  increased  enormously; 
for  World  War  II  was  so  much  larger  than  anything  Americans  had 
experienced.  The  United  States  and  its  allies  had  not  countries  but  con- 
tinents to  free,  not  coastlines  but  all  the  seas  to  guard.  From  a  people 
jealous  of  government  intervention  in  the  economy,  despite  the  New 
Deal,  Americans  were  called  upon  willingly  to  accept  control  over  every 
aspect  of  their  lives.  Thus,  the  federal  government  directed  production  in 
industry  and  agriculture,  exercised  a  determining  influence  on  wages  and 
prices,  absorbed  a  large  proportion  of  personal  and  corporate  income  in 
taxes,  forced  consumption  away  from  metal-using  durable  goods,  and 
even  rationed  food  itself. 

The  social  effects  of  World  War  II  reached  far,  therefore,  but  certain 
relatively  immediate  impacts  should  be  mentioned,  Thus,  marriage  and 
birth  rates  rose  sharply  during  the  war  period.  In  1935,  there  were  97.4 
marriages  for  each  1,000  females  between  15  and  45;  the  rate  increased  to 
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111.3  in  1940  and  175.9  in  1946.  Birth  rates  rose  sufficiently  to  bring  the 
net  reproduction  rate  for  the  decade  to  1,364  (1,000  being  the  figure 
required  to  maintain  a  stationary  population;  during  the  30's,  the  net 
reproduction  rate  had  been  but  978).  Families  increased  in  number  at 
the  very  time  family  living  faced  most  difficult  conditions,  physical  and 
psychological.  Restrictions  on  nonmilitary  construction  intensified  a  hous- 
ing problem  already  increased  by  depression-slacked  building.  Many 
parents  found  themselves  rearing  a  second  family  as  young  married 
daughters  returned  home  with  their  babies.  For  although  the  conscrip- 
tion favored  "pre-Pearl  Harbor"  fathers  by  deferment,  the  armed  forces' 
need  for  men  often  overshadowed  that;  between  October,  1943,  and 
December,  1945,  1,010,235  fathers  were  inducted  into  military  service. 
Many  young  families  lost  their  breadwinners,  as  a  result.  In  thousands  of 
other  cases,  children  were  born  into  fatherless  homes  where  young 
women  struggled  to  support  themselves  on  soldiers'  allotments  in  a  period 
of  rising  prices.  What  effect  the  weight  of  anxieties  would  have  on  the 
coming  generation  only  speculation  could  reckon.  Pervasive  tensions  and 
insecurities  were  evidently  having  full  effect  upon  both  adults  and 
younger  children,  while  adolescents  presented  problems  of  another  cast. 

Both  economic  necessity  and  the  availability  of  employment  drew 
women  into  the  labor  market;  the  number  of  boys  and  girls  in  the  14-17- 
year  age  groups  at  work  tripled  between  1940  and  1945  when  it  stood 
at  3.5  million.  Enforcement  of  child  labor  laws  was  relaxed.  The  longer 
work  week  and  mothers  in  jobs  outside  the  home  made  parental  authority 
less  evident.  The  fairly  high  wages  young  workers  received  further  de- 
creased parental  influence  over  a  group  naturally  restive  in  the  course  of 
the  normal  process  of  maturing.  The  8-to-14-year  age  group,  however, 
showed  greatest  increase  in  delinquency  in  areas  where  that  was  recorded 
with  any  degree  of  care.  Schools  were  plagued  by  vandalism;  urban 
"teen-age"  gangs  engaged  in  organized  armed  fights  with  homemade 
knives  and  guns  for  weapons;  and  sociologists  were  shocked  to  find 
girls  sharing  the  pleasures  of  combat. 

To  war's  effect  in  disorganizing  family  life,  migration  added  further 
problems.  Some  war  migration  was  personal,  young  women  following 
their  husbands  from  training  camp  to  training  carnp  across  the  nation. 
But  most  migration  resulted  from  war  shifts  in  industry.  Need  for  raw 
materials,  fear  of  air  attack,  lower  land  prices,  even  the  influence  of  local 
politicians— all  prompted  the  construction  of  war  facilities  in  areas  previ- 
ously agricultural.  Although  most  war  contracts  went  to  the  East  North 
Central  States,  a  region  already  industrialized,  many  went  to  south- 
eastern and  southwestern  regions  or  the  Pacific  coast.  Job  opportunities 
drew  workers  both  from  other  areas  and  from  the  land,  since  some  five 
million  people  left  farms  for  industry.  For  the  many  who  came  from 
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marginal  areas,  adjustment  to  urban  living— and  particularly  to  managing 
relatively  large  cash  incomes  in  a  period  of  commodity  scarcity— was 
especially  difficult.  Despite  the  Community  Facilities  Act  of  1941,  with 
its  appropriation  of  $150  million  for  sanitation,  water  supply,  and  public 
health  work  in  defense  areas,  inflow  of  families  to  small  communities 
imposed  greater  strains  on  schools  and  child-care  institutions  than  they 
could  meet  Nor  were  strains  eased  by  the  fact  that  communities  were 
not  minded  to  increase  taxes  for  the  benefit  of  newcomers  who  might 
soon  be  gone.  Thus  crowding  at  home  and  lack  of  opportunity  at  school 
added  to  the  difficulties  of  families  whose  lives  had  been  disrupted  by  war. 

Educational  problems  became  especially  pressing.  The  supply  of 
teachers  was  depleted.  Young  people  chose  war  work  over  teacher- 
training  both  because  it  paid  better  and  because  it  seemed  of  more 
immediately  patriotic  use.  Teachers  left  their  desks  for  like  reasons— and 
also  because  many  saw  the  opportunity  to  earn  a  living  without  submit- 
ting to  the  social  fetters  imposed  by  numerous  communities.  School  build- 
ing, already  lessened  by  depression,  was  halted  by  war  restrictions.  At  a 
time  when  rising  birth  rates  were  increasing  the  number  of  children  to  be 
taught,  school  facilities  were  becoming  grossly  inadequate.  The  Lanham 
Acts  of  1942  and  1943  gave  $51.9  million  in  federal  grants  for  school-build- 
ing programs  and  nursery  school  care  for  children  of  mothers  working  in 
defense  industries,  but  needs  continued  acute.  Secondary  and  higher 
schools  lost  pupils  as  well  as  teachers  both  to  war  and  to  industry. 
Although  the  federal  government  saved  many  a  college  budget  by  using 
its  campus  for  training  specialists  and  technicians,  military  programs 
gave  further  impetus  to  that  vocationalism  which  so  many  observers  de- 
plored in  American  higher  education.  On  the  other  hand,  federal  training 
programs  and  research  projects  contracted  out  to  universities  showed 
potentialities  of  federal  aid  to  education  without  correlative  federal 
control. 

Thus,  there  were  credits  and  debits;  on  balance,  however,  that  flexibil- 
ity and  resourcefulness  Americans  seemed  to  possess  stood  them  in  good 
stead  and  the  civilian  population,  at  any  rate,  took  the  war  in  its  stride. 
Morale  remained  amazingly  good. 


CHAPTER  24 


GLOBAL  WAR 
AND  WORLD  DIPLOMACY 


WAR  IN  THE  FAR  EAST 

YEAR  1942  opened  with  the  United  States  and  its  allies  defeated 
JL  in  Asia  and  threatened  with  defeat  in  Europe  and  the  Near  East. 
China  was  immobilized.  By  May  6,  the  great  Occidental  fortresses  had 
fallen.  That  the  Philippines  should  succumb  to  surprise  attack  by  superior 
forces  was  scarcely  amazing.  That  Singapore  should  surrender  on  Febru- 
ary 15  without  chance  to  fire  its  guns  offered  notable  comment  on  the 
value  of  long-term  military  planning.  For  while  the  British  Empire  spent 
its  millions  to  equip  Singapore  with  arms  useful  against  naval  attack 
alone,  the  Japanese  marched  overland  to  its  capture.  With  Japanese 
seizure  of  Micronesia  and  the  Philippines,  its  own  islands  and  China's 
coastline  seemed  secure  against  attack.  With  the  capture  of  Singapore,  in- 
vaded Burma  could  hold  out  no  longer  and  India  itself  was  imperilled. 
The  Allies  lost  access  to  rubber  and  tin  with  the  fall  of  the  Netherlands 
Indies,  a  deprivation  made  even  more  serious  by  defeat  in  the  naval 
battle  of  the  Java  Sea  on  February  27-28,  1942.  Soon  Australia  looked 
northward  uneasily  as  Japanese  troops  entrenched  themselves  in  the 
Solomon  Islands,  Borneo,  and  New  Guinea.  And,  at  the  northern  end  of 
the  wide  Pacific,  the  Japanese  invaded  and  occupied  the  Aleutian  islands 
of  Attu  and  Kiska.  In  June,  for  the  first  tune  since  the  War  of  1812, 
foreign  soldiers  camped  on  United  States  soil. 

The  Occidental  powers  who  had  thus  been  driven  from  the  Pacific 
must  fight  their  way  back  while  attacking  in  another  hemisphere  an 
enemy  at  least  as  formidable  and  continentally  entrenched.  War  in  the 
Pacific  would  use  a  strategy  of  attrition,  therefore;  the  dominant  military 
pattern  would  be  air  and  naval  attack  supporting  amphibious  landings 
to  oust  the  Japanese  from  island  after  island  between  the  Solomons  and 
the  Philippines  until  the  outposts  of  Japan  itself  had  been  taken.  In  this 
mode  of  warfare,  fleets  and  naval  aviation  would  play  a  prime  role,  but 
for  greatest  effectiveness  unity  in  command  was  of  the  essence.  The 
Allies  achieved  that  in  March,  1942,  when  General  Douglas  MacArthur 
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became  commander-in-chief  in  the  Southwest  Pacific.  Often,  however, 
naval  officers  like  Admiral  William  F.  Halsey  in  the  Solomons  and 
Admiral  Chester  W.  Nimitz  in  the  Central  Pacific  directed  land  forces 
as  well  as  fleets  and  planes. 

After  the  defeats  of  the  first  quarter  of  1942,  the  Allies  began  struggling 
back.  Between  May  7  and  11,  1942,  the  Battle  of  the  Coral  Sea  slowed 
the  southward  advance  of  the  Japanese  although  their  losses-15  major 
ships  sunk  and  20  damaged— did  not  prevent  additional  Japanese  land- 
ings on  New  Guinea.  In  the  Coral  Sea  engagement,  the  opposing  fleets 
fought  at  100  miles  distance.  Aircraft  carriers  had  mounted  the  attack 
on  Pearl  Harbor.  Before  air  attack,  the  new  British  battleships  Prince  of 
Wales  and  Repulse  had  been  helpless.  The  Battle  of  the  Coral  Sea  showed 
that  henceforth  the  winged  firepower  of  carrier-based  aircraft  would 
serve  fleets  better  than  the  cannon  of  dreadnoughts.  Between  June  3 
and  6,  another  great  naval-air  battle  took  place  off  Midway  Island  be- 
tween two  United  States  task  forces  and  a  large  Japanese  fleet.  The 
Japanese  ships  were  caught  offguard,  for  the  Japanese  assumed  that  the 
bulk  of  American  naval  strength  was  still  in  the  southern  Pacific.  Under 
attack  by  submarines  and  planes,  the  Japanese  force  was  compelled  to 
retreat  with  a  fourth  of  its  vessels  sunk  or  damaged.  The  victory  off 
Midway  meant  safety  for  Hawaii  and  the  United  States  Pacific  coast; 
henceforth,  forces  could  be  concentrated  for  operations  in  the  southern 
Pacific. 

By  August,  reserves  had  been  built  up  in  Australia,  On  August  7,  1942, 
United  States  marines  landed  on  Guadalcanal  in  the  Solomon  Islands,  the 
first  episode  in  a  nightmare  kind  of  warfare  where  insects,  disease,  and 
the  hot  jungle  camps  seemed  to  put  nature  itself  on  the  side  of  the  enemy. 
In  November,  two  great  naval  engagements  defeated  Japanese  attempts 
to  relieve  Guadalcanal  and  forced  withdrawal  of  the  remnants  of  Japa- 
nese troops  there. 

During  1943,  Allied  forces  moved  to  the  offensive  in  the  Pacific.  Sub- 
marines harried  Japanese  shipping  and  thinned  Japan's  long  supply  line 
to  its  conquered  islands.  On  the  Asiatic  mainland,  United  States  and 
British  planes  flew  an  essential  minimum  of  military  supplies  into  China 
while  engineers  set  about  building  a  new  highway  to  replace  the  Burma 
Road  which  the  Japanese  had  captured  when  they  took  Lashio  in  1942; 
this  Ledo  Road  was  completed  in  1943-44.  Between  May  and  August, 
1943,  attacking  Americans  drove  the  Japanese  out  of  Attu  and  forced 
them  to  abandon  Kiska  and  Aggattu.  Thus,  the  Japanese  lost  their  foot- 
hold on  the  North  American  continent;  Alaska  was  freed  from  the  threat 
of  attack.  Again  and  again  during  1943,  in  New  Guinea,  in  New  Britain, 
in  island  after  island  once  known  only  to  importers  of  copra,  American 
and  Australian  troops  landed  and  fought,  rooting  out  Japanese  garrisons 
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and  making  each  redeemed  area  base  for  further  advance.  By  November, 
the  Gilbert  Islands  were  invaded  and  captured,  clearing  the  way  to  the 
Carolines  and  Marshalls,  outposts  protecting  the  Marianas.  Under  con- 
stant submarine  and  plane  attack,  meanwhile,  Japan's  supply  lines  grew 
more  perilous.  Japanese  troops  might  live  on  the  land  they  had  captured, 
but  Japan's  hopes  for  bountiful  supplies  of  war-needed  raw  materials 
were  effectively  thwarted.  Between  1942  and  1944,  the  Japanese  lost 
4.31  million  tons  of  merchant  shipping. 

In  1944,  the  offensive  gathered  momentum.  In  January,  task  forces  of 
Admiral  Nimitz  command  attacked  the  Marshall  Islands.  Early  in  Febru- 
ary, the  atoll  of  Kwajalein  was  captured  and  later  that  month  the  heavily 
fortified  island  of  Truk  was  pounded  by  planes  and  ships,  then  bypassed. 
By  February  20,  the  United  States  controlled  the  Marshall  Islands.  In 
May,  American  amphibious  forces  recaptured  Wake.  Between  June  10 
and  23,  a  Japanese  fleet  attempted  to  throw  back  a  United  States  attack 
and  again  it  failed,  losing  more  than  700  planes  and  81  ships  sunk  or 
damaged.  This  first  Battle  of  the  Philippine  Sea  cut  off  Japanese  attempts 
to  reinforce  the  Marianas  and  the  principal  islands  among  those  stepping 
stones  were  captured  after  costly  fighting  on  Saipan  and  Tinian.  Although 
pockets  of  Japanese  resistance  remained  in  the  Marianas  and  on  Guam 
after  August,  the  Japanese  could  make  no  offensive  use  of  the  islands. 
By  its  successive  victories  the  United  States  had  won  all  Micronesia 
as  air  and  naval  bases  for  attacks  on  occupied  China,  the  Philippines,  and 
Japan  itself. 

On  October  20,  after  the  customary  heavy  plane  attack,  United  States 
troops  landed  on  Leyte  in  the  Central  Philippines,  an  operation  which 
demonstrated  the  multidimensional  character  of  modem  war.  For  it 
involved  not  only  air  support  for  troop  landings,  but  the  three  notable 
naval  engagements  of  October  23-26,  the  Battle  of  Leyte  Gulf.  In  this 
action,  the  Japanese  not  only  failed  to  prevent  American  landings  and 
reinforcement,  but  also  suffered  major  losses  in  surface  ships  and  signifi- 
cant further  depletion  of  naval  strength.  Between  October  and  Decem- 
ber, 1944?  American  troops  attacked  other  islands  in  the  archipelago. 
Then,  early  in  January,  American  forces  struck  at  the  principal  Philip- 
pine island  of  Luzon,  By  February  3?  the  forces  which  had  landed  on  the 
low-lying  shores  of  the  Lingayen  Gulf  area  had  pressed  across  the  central 
plain  country  to  Manila.  Three  weeks  later,  the  city  was  liberated:  the 
pledge  given  when  Corregidor  surrendered  on  May  6,  1942,  had  been 
redeemed. 

On  the  Asiatic  mainland,  where  Allied  forces  operated  under  a  British 
chief  commander,  Japanese  losses  in  the  Pacific  fighting  eased  the  strug- 
gle during  1945.  Although  the  Japanese  had  delivered  a  major  blow  at 
American  air  power  by  capturing  Hunan  bases  in  May,  1944,  their  forces 
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withdrew  from  south  and  central  China  in  the  Spring  of  1945.  Simultane- 
ously, the  Allied  supply  problem  became  somewhat  less  difficult:  by 
January,  cargo  carried  over  the  Himalayas  by  plane  moved  at  the  rate  of 
45,000  tons  a  month.  The  following  month  saw  completion  of  the  Ledo 
Road.  In  Burma,  jungle  troops  drove  the  Japanese  back;  in  Malaysia  and 
the  Netherlands  Indies,  other  attacks  gathered  strength  as  the  Allies 
occupied  new  bases  bypassed  in  the  southern  Pacific. 

Even  before  the  conquest  of  the  Philippines  was  completed,  American 
naval,  air,  and  land  forces  struck  at  Iwo  Jima  in  February  and  at 
Okinawa  in  June.  These  island  outposts  of  Japan  proper  were  taken  at 
a  cost  which  made  clear  that  the  Pacific  War  would  grow  more  desperate 
as  it  drew  in  upon  the  home  islands  of  what  had  been  the  Japanese 
Empire.  To  prevent  that,  and  perhaps  to  test  the  effect  of  atomic  weapons 
in  war,  the  first  bomb  was  dropped  on  Hiroshima  on  August  6,  1945,  after 
a  summons  to  surrender  had  been  ignored.  Two  days  later,  Russia  de- 
clared war  and  attacked  the  Japanese  in  Manchuria.  On  August  9,  a 
second  atomic  bomb  struck  Nagasaki.  The  Japanese  extended  peace 
feelers  then,  but  were  informed  that  unconditional  surrender  constituted 
the  only  terms  acceptable,  although  the  emperor  would  be  allowed  to 
retain  his  throne.  On  August  14,  Japan's  representatives  acceded  to  the 
demand  and  on  September  2  they  signed  the  articles  of  surrender  aboard 
the  United  States  battleship  Missouri. 

Against  what  had  seemed  insuperable  obstacles  of  distance  and  defeat 
in  1942,  the  United  States  and  its  allies  had  won  the  Pacific  phase  of 
World  War  II.  The  final  circumstances  of  that  victory  made  thoughtful 
men  wonder  whether  nations  could  make  this  the  last  world  war.  For, 
if  they  did  not,  it  seemed  reasonably  likely  that  modern  civilization  stood 
no  more  than  a  generation  removed  from  its  extinction. 

WAR  IN  EUROPE 

In  January,  1942,  the  Germans  held  effective  control  of  the  European 
continent  from  Norway  to  the  Mediterranean  and  from  the  Atlantic 
almost  to  the  Volga,  Turkey,  though  nominally  a  British  ally,  was  taking 
no  military  risks;  nominally  neutral  Spain  was  making  at  least  partial 
return  for  fascist  assistance  to  Franco  during  the  Spanish  Civil  War. 
In  June,  1942,  German  armored  forces,  which  had  taken  over  from  their 
shaken  Italian  allies  in  North  Africa,  drove  an  overextended  British  army 
back  to  the  gates  of  Alexandria.  In  August,  German  armies  besieged 
Stalingrad.  By  September,  1942,  therefore,  German  forces  threatened 
Suez,  the  Volga,  and  the  Caucasian  oil  fields.  The  Germans  seemed  about 
to  close  a  gigantic  pincers  on  the  entire  Middle  East. 

The  pincers  did  not  close.  On  October  23,  British  forces  strengthened 
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by  American  material  turned  on  Axis  troops  under  General  Rommel  and 
forced  them  back  from  the  El  Alamein  line  and  across  the  desert  to 
Tunisia.  Stalingrad  did  not  fall.  In  November,  Russian  armies  ringed  its 
besiegers  and  hammered  on  until  they  were  captured. 

Meanwhile,  between  January  and  July,  contingents  of  American  air 
power  moved  into  Britain  along  with  ground  troops  for  training.  In  the 
United  States,  training  camps  hastened  conversion  of  civilians  into  sol- 
diers. By  early  fall,  rumors  of  action  thickened  and  gossip  told  of  heavy 
winter  clothing  being  issued. 

With  the  dark  for  cover,  on  the  night  of  November  7-8,  American  and 
British  troops  under  the  command  of  General  Dwight  D.  Eisenhower 
landed  at  Casablanca,  Algiers,  and  Oran  in  French  North  Africa.  Within 
four  days,  the  Allied  forces  had  occupied  the  coast  as  far  as  Tunisia.  The 
African  operation  presented  serious  political  as  well  as  military  issues. 
For  North  Africa  was  controlled  by  Marshal  Petain's  government  which 
had  its  capital  at  Vichy  in  "Unoccupied"  France.  Vichy's  North  African 
governors  ordered  resistance  to  the  Allied  landing,  but  their  action 
scarcely  matched  the  strength  of  their  orders.  After  their  surrender,  the 
American  commander  continued  to  recognize  the  authority  of  Vichy's 
chief  representative,  Admiral  Jean  Franjois  Darlan.  For  the  United  States 
maintained  diplomatic  relations  with  Vichy  as  the  legal  government  of 
defeated  France.  Spokesmen  of  the  Free  French  forces  who  continued 
to  fight  in  exile  protested  favors  to  a  government  subservient  beyond  the 
necessities  of  defeat;  Vichy  had  replaced  republican  institutions  with  a 
corporative  fascist  state.  The  spectacle  of  democratic  powers  ignoring  the 
Free  French  while  continuing  Vichy  rule  in  North  Africa— complete  line 
of  fascist  "race"  laws  and  all— disturbed  many  American  liberals  less  sensi- 
tive than  commanders  in  the  field  to  Vichy's  nuisance  value. 

On  December  24,  a  young  Frenchman  resolved  the  dilemma  by  assas- 
sinating Darlan.  Since  the  Germans  had  occupied  all  France  soon  after 
the  November  invasion  of  North  Africa,  and  since  the  French  had  scuttled 
their  fleet  at  Toulon  on  November  27,  thus  preventing  German  seizure 
with  consequent  threat  to  Allied  naval  power  in  the  Mediterranean,  there 
was  no  further  need  to  regard  Vichy  sensibilities.  Nevertheless,  the  Allies 
did  not  recognize  the  Free  French  resistance  movement  headed  by  Gen- 
eral Charles  de  Gaulle.  Instead,  they  installed  "nonpolitical"  General 
Henri  Giraud  as  head  of  liberated  French  North  Africa. 

And  while  the  diplomats  calculated,  the  soldiers  fought.  Vichy's  surren- 
der in  North  Africa  had  no  effect  on  the  soldiers  of  German  Marshal 
Kesselring.  Rommel's  defeated  troops  hurried  to  the  defense  of  Tunisia. 
Other  Axis  forces  moved  in  by  sea  and  air  from  Sicily  despite  heavy 
Allied  attack.  In  December  when  bad  weather  made  Allied  forward 
airfields  all  but  useless,  the  American  advance  slowed.  By  January  12, 
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1943,  Allied  and  Axis  forces  faced  each  other  in  southeast  Tunisia  along 
the  series  of  positions  called  the  Mareth  Line.  On  February  14,  Axis  armor 
broke  through  in  a  thinly-held  sector,  pierced  the  Kasserine  Pass  north 
of  Gafsa,  and  threatened  the  Allied  position  in  central  Tunisia.  The  thrust 
was  blunted  on  February  26.  Better  weather  permitted  renewed  air  sup- 
port then,  while  railroad  repairs  and  pipeline  construction  made  it  pos- 
sible to  move  in  more  Allied  troops.  The  Allied  command  followed  that 
with  a  counterattack  on  March  20.  Two  days  later,  the  Axis  advance  of 
February  had  been  wiped  out.  By  April  10,  Allied  forces  had  pushed 
Axis  troops  back  to  their  last  prepared  position.  A  month  later,  they  were 
trapped  on  the  Bon  Peninsula.  Under  pounding  from  sea  and  air  as  well 
as  land  forces,  252,415  German  and  Italian  troops  surrendered. 

Thus,  the  Allies  freed  North  Africa.  The  Mediterranean  was  reopened 
to  Allied  shipping  in  consequence  and  the  way  cleared  for  the  next  step 
in  the  releasing  of  Europe.  On  July  10, 1943,  American  and  British  troops 
landed  in  Sicily.  Resistance  on  the  island  ended  on  August  17.  By  July  25, 
Italy  experienced  a  palace  revolution  with  Marshal  Pietro  Badoglio  seiz- 
ing power  in  the  king's  name.  Badoglio  ousted  Mussolini— who  was  res- 
cued from  prison  by  his  German  allies— and  began  negotiations  with  the 
Allies.  Italy  surrendered  on  September  8.  On  October  3,  it  declared  war 
on  Germany  and  was  accepted  as  a  "cobelligerent"  by  the  Allies,  a  gesture 
which  did  not  subsequently  spare  Allied  troops.  For  what  Winston 
Churchill  had  labelled  the  "soft  underbelly"  of  Europe  proved  tough 
indeed,  not  merely  in  its  topography  but  in  doggedly  effective  German 
resistance. 

A  bitter  struggle  finally  secured  the  Allies  a  beachhead  below  Naples 
at  Salerno  on  September  9.  Slowly,  thereafter,  through  the  rest  of  1943, 
through  1944,  and  into  May  of  the  following  year,  American,  British,  and 
Dominion  troops— with  contingents  from  France,  Mexico,  Brazil,  exiled 
Poles,  Italian  Partisans,  and  volunteers  from  Palestine— fought  northward. 
On  June  4,  1944,  they  liberated  Rome.  King  Victor  Emmanuel  abdicated 
in  favor  of  his  son,  the  Crown  Prince  Umberto,  then,  but  the  Allies  con- 
sidered themselves  committed  neither  by  surrender  nor  abdication:  the 
people  of  Italy  were  to  decide  their  own  fate  at  a  free  election.  And  their 
decision  was  for  a  republic. 

Since  1942,  the  Russians  had  clamored  for  a  second  front  in  western 
Europe.  Important  sectors  of  opinion  following  Prime  Minister  Churchill 
desired  to  attack  through  the  Balkans  as  a  means  of  countering  the  enemy 
and  obtaining  a  political  advantage  over  Russia:  British  and  Ameri- 
can forces  in  Yugoslavia  and  Rumania,  for  example,  would  check  Russian 
westward  advance  as  well  as  German  armed  might.  Topography  and 
logistics  argued  against  political  thinking;  for  it  would  be  difficult  to 
supply  additional  armies  from  the  Italian  bases  held  in  1944  and  the 
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rocky  Dalmatian  coast  would  make  Balkan  fighting  a  repetition  of  the 
weary  slogging  into  which  the  struggle  for  Italy  had  settled.  In  1943, 
therefore,  military  and  diplomatic  officials  decided  to  attack  the  Atlantic 
coast  of  Europe. 

A  preliminary  step  of  major  importance  for  the  assault  on  western 
Europe  had  already  been  taken  when  the  Allies  succeeded  in  the  first 
phase  of  the  Battle  of  the  Atlantic.  Prosecution  of  the  war  in  Europe 
depended  on  the  maintenance  of  the  supply  line  between  North  America 
and  Britain  and  between  the  Allies  and  Russia.  Although  British  naval 
forces  succeeded  in  keeping  the  German  fleet  bottled  up  for  the  most 
part  after  the  spectacular  escapes  of  the  battleships  Graf  Spee  and  Bis- 
marck, German  submarines  were  so  numerous  and  so  successful  in  attack 
that  even  American  coastal  shipping  had  to  be  convoyed  during  the 
spring  of  1942.  Convoying  was  aided  materially  by  the  development  of 
small  escort  aircraft  carriers.  The  Navy  trained  personnel  in  antisub- 
marine warfare;  scientific  research  and  industrial  ingenuity  produced  for 
that  personnel  effective  airborne  radar,  as  well  as  underwater  electronic 
listening  devices  to  find  submarines  and  devices  to  demagnetize  mines. 
Heavy  bombers  based  in  England  attacked  German  submarine  bases  on 
the  continent  and  others  bombed  plants  where  submarines  were  manu- 
factured. Of  equal  significance  in  maintaining  American  supply  lines  was 
the  swift  growth  of  United  States  shipping  output.  The  table  below  gives 
a  summary  of  the  Battle  of  the  Atlantic  in  terms  of  shipping  lost  and  built 
and  submarines  destroyed: 

TABLE  37 

Submarine  Warfare,  1941-45 


Allied 

German 

Shipping 

United  States 

Submarines 

Sunk 

Ships  Built 

Sunk 

(  thousands  of  tons  ) 

1941 

4,398 

1,169 

35 

1942 

8,245 

5,339 

85 

1943 

3,611 

12,384 

237 

1944 

1,422 

11,369 

241 

Jan.-Apr.  1945 

458 

3,551 

153 

Preparation  for  the  western  campaign  showed  how  far  the  United 
States  and  Britain  had  brought  the  practice  of  coalition  war.  As  early  as 
1941,  such  organizations  as  the  Combined  Chiefs  of  Staff  proved  that  the 
two  nations  were  capable  of  pooling  not  only  resources  but  also  military 
brainpower  and  experience.  Joint  action  in  the  field  during  the  North 
African  campaign  and  in  Italy  further  strengthened  co-operation.  In 
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December,  1943,  United  States  General  Eisenhower  became  Commander- 
in-Chief  of  the  European  Theater  of  Operations  with  British,  American, 
Canadian,  and  French  forces  under  his  jurisdiction. 

Since  the  conquest  of  western  Europe  in  1940,  the  Germans  had  been 
fortifying  coastal  areas  against  Allied  attack.  British  and  American  bomb- 
ing raids  during  1943  and  early  1944  harried  German  submarine  bases 
and  the  sites  where  rocket-launching  platforms  were  being  set  up.  Other 
bombers  attacked  the  Ploesti  oilfields  in  Rumania  whence  the  Germans 
drew  essential  supplies  of  petroleum.  Commando  troops,  specially 
trained  in  "hit-and-run"  tactics,  had  probed  German  coast  defenses;  while 
assorted  experts,  academic  and  industrial,  pooled  skills  as  diverse  as  the 
results  of  meteorological  research  and  of  pipeline  construction.  More 
than  a  year  of  constant  assault,  moreover,  had  seriously  depleted  German 
airpower. 

Thus,  by  June  6,  1944,  when  the  first  Allied  troops  landed  on  the 
Normandy  coast,  Yankee  ingenuity  circumvented  the  Nazis'  Atlantic 
Wall.  Instead  of  trying  to  force  a  port  city,  Allied  troops  backed  by  naval 
and  air  support— and  served  by  portable  docks  and  pipelines  which  had 
been  towed  from  England-attacked  at  "Omaha  Beach"  and  other  points 
between  Cherbourg  and  Caen.  On  June  27,  Cherbourg  was  captured, 
but  its  wharves  and  other  facilities  were  so  badly  damaged  that  the  port 
could  not  serve  effectively  until  fall  when  repairs  were  completed.  The 
Allies  continued  to  widen  their  bridgehead. 

On  July  25,  General  Omar  Bradley's  First  and  Third  Armies  broke 
through  at  St.  L6  and  Avranches  to  move  toward  the  Meuse.  By  August  6, 
the  Third  Army  under  General  Patton  cut  off  the  Brittany  peninsula. 
A  week  later,  Patton  moved  north  from  Le  Mans  while  Canadian  troops 
pushed  south  from  Caen.  Between  the  two  forces,  German  troops  were 
caught  so  effectively  that  100,000  were  captured  about  Falaise  while  a 
remnant  fled  toward  the  Seine  under  constant  air  attack. 

Meanwhile,  Allied  armies  moved  on  other  fronts.  By  July  27,  Russian 
offensives  had  carried  from  Lvov  in  Poland  to  the  Carpathians  at  the 
south.  On  August  15,  General  Alexander  M.  Patch  landed  with  American 
and  French  troops  near  Cannes,  cleared  the  south  coast  of  France,  and 
forced  the  Germans  up  the  Rhone  Valley.  On  August  25,  the  first  Allied 
troops,  a  French  armored  division  of  the  First  American  Army,  entered 
Paris.  While  the  American  Ninth  Army  attacked  the  ports  of  Brest, 
Dieppe,  Lorient,  and  Le  Havre,  the  First  and  Third  Armies  continued 
chasing  the  Germans  across  France.  By  September  19,  the  Ninth  Army 
had  captured  the  French  Atlantic  ports;  early  in  October,  repairs  had 
been  carried  through  where  practicable  and  supplies  were  moving 
through  Le  Havre. 

British  and  Canadian  forces  operating  to  the  north  of  the  main  body 
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of  American  forces  struck  in  Belgium  and  the  Netherlands  between 
September  and  November;  by  the  27th,  they  had  seized  Antwerp  and 
made  it  an  effective  center  of  Allied  supply  in  spite  of  heavy  and  costly 
attack  from  German  guided  missiles.  The  first  blows  against  the  German 
Siegfried  Line  had  been  delivered.  In  spite  of  unusually  severe  weather 
reinforcing  German  resistance,  British  troops  crossed  the  Meuse  and  the 
American  First  and  Ninth  Armies  pushed  to  Aachen  and  beyond.  Allied 
progress  had  been  so  encouraging  that  certain  cutbacks  in  war  production 
had  been  ordered  and  industrial  experts  began  planning  methods  for 
demobilizing  manpower  and  industry  without  precipitating  depression. 

On  December  16,  a  German  counterattack  made  concern  for  problems 
of  reconversion  seem  ill-timed.  With  bad  weather  shielding  his  move- 
ments from  American  reconnaissance  planes,  German  General  von  Rund- 
stedt  attacked  with  24  divisions  on  40  miles  of  the  75-mile  front  between 
Monschau  and  Trier  which  was  being  held  by  only  4  divisions  of  the 
American  First  Army  under  General  Courtney  Hodges.  The  Nazis  moved 
rapidly,  helped  by  surprise  as  well  as  weather,  and  soon  threatened  to  cut 
behind  Allied  lines  to  Antwerp,  sever  an  important  line  of  supply,  and 
roll  the  front  down  from  the  north.  General  Eisenhower  bolstered  the 
area  with  all  available  troops.  Clerks,  cooks,  technicians  and  others  not 
generally  considered  combat  infantry  were  flung  into  the  fight.  At  St.  Vith 
and  Bastogne,  isolated  armored  and  airborne  units  held  on  against  heavy 
odds.  At  the  south,  meanwhile,  General  Patton's  Third  Army  wheeled 
from  its  objective  in  the  Saar  to  turn  north  in  Luxembourg.  On  Decem- 
ber 23,  clearing  weather  permitted  Allied  air  power  to  re-enter  the 
struggle.  The  encircled  force  at  Bastogne  was  relieved  on  the  26.  By 
December  29,  reinforced  Allied  troops  had  joined  Patton's  attack  from 
the  north.  By  the  end  of  January,  1945,  Allies  had  flattened  the  <£bulge" 
which  von  Rundstedfs  attack  had  pushed  into  their  line.  For  a  six-week 
delay  in  the  Allied  advance,  the  Germans  had  spent  220,000  casualties 
( 110,000  of  these  prisoners )  and  more  than  1,400  tanks  and  guns.  Further? 
the  attack  had  depleted  German  reserves  against  the  Russian  offensive 
expected  that  winter. 

By  March,  the  Roer  River  dams,  whose  piercing  had  made  the  Allied 
advance  so  difficult,  finally  fell  to  the  First  Army.  At  the  south,  mean- 
while, French  and  American  troops  had  destroyed  the  German  position 
in  Alsace.  The  west  bank  of  the  Rhine  was  in  Allied  hands.  On  March  7? 
the  Allies  captured  the  ruins  of  Cologne  and  the  bridge  at  Remagen 
farther  south.  The  windfall  of  an  undestroyed  bridge  was  exploited  with 
admirable  swiftness  and  precision.  Advanced  elements  crossed  and  held 
an  expanding  bridgehead  while  Canadian,  British,  United  States,  and 
French  armies  struck  all  along  the  Rhine  from  Mulhouse  in  the  South 
to  Nijmegen  in  the  Low  Countries.  By  March  22,  another  bridgehead  was 
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opened  south  of  Mainz.  Crossings  at  the  northern  end  of  the  front  began 
on  March  23.  Within  a  month,  on  April  25,  the  American  First  Army 
under  General  Hodges  joined  westward-moving  Russian  troops  south  of 
Berlin. 

And  on  May  1,  1945,  the  Hamburg  radio  told  the  world  that  Hitler 
was  dead.  Admiral  Doenitz  was  ready  to  discuss  surrender.  Hitler's 
Third  Reich,  which  he  had  boasted  would  last  a  thousand  years,  ended 
on  May  7,  1945,  when  German  generals  surrendered  unconditionally  to 
representatives  of  the  United  States,  Britain,  and  France  at  Rheims.  The 
following  day,  the  ceremony  was  repeated  at  Berlin,  when  the  Russians 
participated. 

The  United  States  had  mobilized  15,136,424  men  during  its  44  months 
as  a  belligerent.  It  had  put  forth  the  greatest  productive  effort  the  world 
had  ever  seen,  equipping  not  only  its  own  forces  for  a  war  fought  at 
enormous  distances  from  points  of  supply,  but  also  providing  huge  quan- 
tities of  war  material  and  industrial  equipment  to  its  allies.  The  United 
States  added  $278  billion  to  its  national  debt  in  consequence.  And  for  its 
share  in  the  victory,  the  United  States  paid  with  392,757  American  lives. 

In  1934,  an  industry  spokesman  testifying  before  the  Nye  Committee 
said,  "To  wage  a  successful  war,  you  need  an  absolute  monarch.  I  have 
yet  to  hear  of  a  democracy  or  a  republic  waging  a  successful  war."  Axis 
dictators  exercised  power  more  absolute  than  any  monarch.  Yet  democ- 
racies won  the  war. 

Furthermore,  it  was  the  democratic  United  States  and  Britain  which 
best  mastered  the  technique  of  coalition  warfare.  While  the  Axis  dictators 
failed  to  achieve  even  the  meeting  of  minds  represented  by  strategic 
diplomacy— as  witnessed  by  the  fact  that  Mussolini  is  said  to  have  taken 
Italy  into  the  fighting  against  Hitler's  wishes— the  United  States  and 
Britain  maintained  even  close  tactical  co-operation  through  the  Combined 
Chiefs  of  Staff  which  was  set  up  on  December  23,  1941,  and  announced 
on  February  6, 1942.  On  this  body,  British  representatives  Sir  Henry  Mait- 
land  Wilson  and  Sir  John  Dill  worked  with  United  States  military  leaders: 
Army  Chief  of  Staff  General  George  C.  Marshall,  Chief  of  Naval  Opera- 
tions Admiral  Ernest  J.  King,  General  H.  H.  Arnold,  head  of  the  Air 
Forces,  and  the  President's  personal  Chief  of  Staff,  Admiral  William  D. 
Leahy.  The  Combined  Chiefs  of  Staff  were  responsible  to  the  President 
and  the  Prime  Minister.  Commanders  in  each  of  the  war  theaters  into 
which  the  world  was  divided  owed  responsibility  to  the  Combined  Chiefs 
of  Staff.  Within  the  war  theaters,  at  least  a  measure  of  unified  command 
was  achieved. 

In  his  analysis  of  Axis  failure,  General  Marshall  pointed  out  that  even 
its  professional  soldiers  did  relatively  little  genuine  strategic  planning. 
Where  Allied  top  leadership,  political  and  military,  appeared  to  maintain 
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a  fairly  balanced  relationship,  German  generals  professed  themselves 
dominated  by  their  political  master— whose  "military  intuition"  had  so  far, 
and  so  successfully,  outstripped  their  orthodoxy  in  the  opening  phases 
of  the  war.  For  the  attack  on  Russia  and  the  Ardennes  counteroffensive 
in  the  Battle  of  the  Bulge,  the  German  high  command  blamed  Hitler. 
They  admitted  that  the  Allied  invasion  of  North  Africa  had  caught  them 
off  guard;  the  character  of  the  Normandy  landings  bewildered  them. 
Thus,  and  curiously  enough,  a  nonmilitarist  nation  like  the  United  States 
fought  a  far  more  professional  war  than  its  opponents,  who  prided  them- 
selves on  a  long  tradition  of  craftsmanship  in  warfare. 

WAR  AIMS  AND  WAR  CONFERENCES,  1941-45 

War  may  be  labelled  the  failure  of  politics  or  the  summit  of  political 
action.  Whatever  interpretation  one  chooses,  in  the  struggle  for  power 
which  is  war,  diplomacy  often  serves  as  effectively  as  tangible  weapons. 
During  World  War  II,  diplomatic  offensives  generally  took  the  shape  of 
international  conferences  which  formulated  war  aims  and  objectives  with 
a  triple  purpose:  to  keep  the  Allies  more  closely  knit;  to  win  neutral 
world  opinion;  and  to  demonstrate  to  the  leaders  and  the  people  of  the 
Axis  that  they  had  nothing  to  gain  by  continuing  the  war  but  might  find 
a  place  for  themselves  in  a  peaceful  postwar  world. 

Well  before  the  United  States  became  a  belligerent,  President  Roose- 
velt and  Prime  Minister  Churchill  met  "at  sea"  (aboard  their  respective 
cruisers  in  Placentia  Bay  off  the  coast  of  Newfoundland)  early  in  August, 
1941.  On  August  14,  they  issued  a  joint  declaration  of  principles  which 
came  to  be  known  as  the  Atlantic  Charter.  In  contrast  to  Wilson's  Four- 
teen Points,  the  Atlantic  Charter  was  a  joint  rather  than  a  separate 
American  pronouncement.  Coming  at  the  beginning  of  conflict  rather 
than  at  its  conclusion,  the  Atlantic  Charter  stressed  the  general  character 
of  postwar  readjustment  rather  than  specific  boundary  changes.  The 
Atlantic  declaration  made  eight  points: 

1.  Neither  Britain  nor  the  United  States  sought  territorial  or  other  aggran- 
dizement. 

2.  Neither  desired  territorial  changes  not  accordant  with  "the  freely  ex- 
pressed wishes  of  all  peoples  concerned/' 

3.  Both  respected  the  right  "of  all  peoples  to  choose  the  form  of  government 
under  which  they  will  live;  and  they  wish  to  see  sovereign  rights  and 
self-government  restored  to  those  who  have  been  forcibly  deprived  of 
them." 

4.  Both  would  endeavor  to  further  for  all  states  "access  on  equal  terms  to 
the  trade  and  to  the  raw  materials  of  the  world  which  are  needed  for 
their  economic  prosperity." 
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5.  Both  desired  to  obtain  economic  collaboration  among  all  nations  and  to 
secure  "for  all  improved  labor  standards,  economic  advancement,  and 
social  security." 

6.  After  destruction  "of  the  Nazi  tyranny,"  both  hoped  to  see  a  peace  giving 
all  nations  security  in  their  boundaries  and  "assurance  that  all  the  men 
in  all  the  lands  may  live  out  their  lives  in  freedom  from  fear  and  want." 

7.  The  peace  to  come  should  enable  all  men  to  travel  the  seas  unhindered. 

8.  Both  nations  believed  that  all  nations  must  abandon  the  use  of  force. 
Present  aggressors  should  be  disarmed.  Both  Britain  and  the  United 
States  "will  likewise  aid  and  encourage  all  other  practicable  measures 
which  will  lighten  for  peaceloving  peoples  the  crushing  burden  of 
armament." 

After  the  attack  on  Pearl  Harbor,  in  a  joint  declaration  issued  at  Wash- 
ington on  January  1,  1942,  the  aims  of  the  Atlantic  Charter  became  the 
stated  objectives  of  twenty-six  United  Nations.  The  twenty-six  declared 
that  they  would  accept  as  allies  nations  which  were  fighting  or  might 
render  material  assistance  in  the  "struggle  for  victory  over  Hitlerism." 
Before  1945,  nineteen  mare  pledged  themselves  to  obtain  complete  vic- 
tory over  "savage  and  brutal  forces  seeking  to  subjugate  the  world."  Each 
signatory  agreed  to  use  its  full  resources  against  those  members  of  the 
Axis  with  whom  it  was  at  war,  and  each  agreed  "not  to  make  a  separate 
armistice  or  peace  with  the  enemies." 

World  War  II  thus  became  a  coalition  conflict  in  which  powers  of 
broadly  divergent  outlook  joined  to  fight  an  enemy  made  a  common  foe 
by  aggression.  Acting  Secretary  of  State  Sumner  Welles  expressed  the 
ambivalence  of  certain  aspects  of  Allied  unity  on  June  23,  1941: 
the  United  States  rejected  Soviet  polity  and  policy  alike,  but  any  country 
fighting  Hitler  by  that  act  aided  die  United  States.  Russian  participation 
in  World  War  II  involved  neither  full  scientific  exchange  nor  joint  mili- 
tary planning  on  the  tactical  level.  The  United  States  and  Britain,  on  the 
other  hand,  shared  crucial  technical  information:  radar,  new  explosives 
like  RDX,  and  atomic  research.  The  Combined  Chiefs  of  Staff,  between 
January  and  June,  1942,  established  combined  boards  to  deal  with  raw 
materials,  food,  and  shipping.  When  possible,  other  members  of  the 
Allies  were  included  in  such  organizations;  for  example,  the  Combined 
Shipping  Board  of  January  26,  1942,  became  the  United  Maritime  Au- 
thority in  August,  1944,  when  greater  European  participation  was 
possible. 

Conferences  served  as  a  significant  means  of  achieving  agreement  on 
war  aims  and  strategy.  Frequently,  these  involved  the  functioning  heads 
of  state  as  well  as  their  chief  diplomats  and  military  staff  members.  The 
first  of  these  notable  meetings  has  already  been  mentioned.  At  the  August, 
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1941,  conference,  President  Roosevelt  and  Prime  Minister  Churchill  dis- 
cussed both  Lend-Lease  problems  and  political  issues.  Detailed  consider- 
ation of  munitions  and  supply  was  referred  to  technical  experts  after  the 
principals  outlined  general  policies.  More  important  in  that  battle  for 
world  opinion  which  plays  so  material  a  part  in  modern  war  was  the 
8-point  declaration  already  discussed  as  the  Atlantic  Charter. 

Not  long  after  the  North  African  landing,  the  President  and  the  Prime 
Minister  with  their  chief  military  aids  met  at  Casablanca  from  January  14 
to  26,  1943.  In  addition  to  significant  military  decisions,  this  conference 
set  "unconditional  surrender"  as  the  goal  of  the  Allied  effort  against 
the  Axis.  In  August  and  September  of  that  year,  Roosevelt,  Churchill, 
and  their  Combined  Chiefs  of  Staff  held  a  series  of  conferences  at 
Hyde  Park  and  Quebec.  These  considered  such  political  issues  as  the 
problems  growing  out  of  the  July  palace  revolution  in  Italy  and  the 
continued  wrangling  among  French  factions.  A  Committee  of  National 
Liberation,  representing  both  General  de  Gaulle  and  his  opponents,  was 
granted  conditional  recognition  on  August  26  but,  once  again,  the 
United  States  and  Britain  declared  that  such  recognition  would  not  preju- 
dice the  right  of  Frenchmen  to  choose  their  own  government  after  vic- 
tory. In  addition,  the  Quebec  Conference  took  another  step  toward 
effective  coalition  warfare  by  establishing  a  Southeast  Asia  command, 
under  British  Lord  Louis  Mountbatten,  to  conduct  the  land  campaign 
aimed  at  driving  the  Japanese  out  of  Burma,  Malaya,  and  Indo-China.  The 
first  Anglo-American  war  conference  also  took  place  at  Quebec,  in 
September,  1944,  where  the  Combined  Chiefs  of  Staff  continued  plan- 
ning the  Pacific  war;  while  the  heads  of  state  discussed  the  future  of 
Italy  and  decided  to  resume  diplomatic  relations  with  their  cobelligerent 

The  series  of  war  conferences,  which  brought  Russia  and  China  into 
consultation,  followed  the  Casablanca  meeting  of  1943.  From  Octo- 
ber 19  to  30,  the  foreign  secretaries  of  the  United  States,  Britain,  and 
Russia  met  at  Moscow.  They  embodied  the  fruit  of  their  deliberations  in 
four  declarations.  First:  They  agreed  that  none  would  make  a  separate 
peace  nor  accept  other  terms  than  the  enemy's  unconditional  surrender. 
All  pledged  mutual  consultation  during  the  war  and  support  to  an  inter- 
national organization  for  peace  afterward.  None  of  the  parties  would 
use  its  armed  forces  in  other  states  except  after  consultation  with  the 
others,  and  all  would  seek  to  further  disarmament  after  the  war.  Second: 
The  parties  agreed  that  Italy  must  be  freed  of  fascism  and  helped  to 
achieve  democratic  government.  Third:  The  annexation  of  Austria  by 
Germany  was  declared  void.  The  parties  pledged  themselves  to  restore  it 
to  freedom  and  independence.  Fourth:  Axis  occupation  officers  or  mili- 
tary leaders  who  committed  crimes  against  the  laws  of  war  or  humanity 
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would  be  held  responsible  and  tried  either  where  the  crime  was  com- 
mitted or  before  a  joint  tribunal  of  the  Allies. 

The  Moscow  foreign  ministers'  meeting  was  preliminary  to  further 
conferences  among  heads  of  state.  From  November  23  to  25,  the  President 
and  Prime  Minister  met  with  Generalissimo  Chiang  Kai-Shek  at  Cairo. 
Decisions  taken  here  declared  that  Japan  must  give  up  the  profits  of  its 
aggression  since  1895:  it  was  to  restore  Formosa,  the  Pescadores,  and 
Manchuria  to  China  and  allow  Korea  to  resume  the  independence  of 
which  it  had  been  deprived.  Further,  the  United  States  and  Britain 
agreed  to  forego  extraterritorial  rights  and  economic  privileges  in  China. 
As  earnest  of  its  intentions,  the  United  States,  in  1943,  repealed  its 
Chinese  Exclusion  Acts  by  permitting  Chinese  to  enter  the  United  States 
as  quota  immigrants— to  the  number  of  100  a  year.  (In  1950,  a  California 
court  invalidated  the  state  law  barring  Asiatics  from  land  ownership:  for 
such  legislation  conflicted  with  the  United  Nations  Charter,  which  ranked 
as  a  treaty  and  so,  in  accordance  with  the  Constitution,  rendered  con- 
flicting state  laws  void. ) 

Three  days  after  the  Cairo  Conference  ended,  President  Roosevelt  and 
Prime  Minister  Churchill  moved  eastward  to  Teheran,  where  they  met 
with  Marshal  Stalin.  Military  representatives  at  this  conference  agreed 
on  general  plans  for  offensives.  The  three  conferring  powers  asked  co- 
operation from  all  free  nations  in  order  to  make  just  and  durable  peace 
as  well  as  successful  war.  In  addition,  all  parties  pledged  aid  to  Iran 
during  the  war  and  respect  for  its  independence  and  territorial  integrity 
afterwards. 

The  President,  the  Prime  Minister,  and  the  Marshal  met  again  at  Yalta 
in  the  Crimea  from  February  3  to  11,  1945,  this  time  to  discuss  the 'face 
of  postwar  Europe-f or  German  defeat  appeared  near.  The  parties  agreed 
that  Germany  was  to  be  disarmed;  occupied  under  a  four-power  control 
commission;  and  de-Nazified,  that  is,  have  its  civil  service  and  economic 
life  cleared  of  persons  who  had  been  active  fascists  or  participants  in 
Nazi  crimes*  The  United  States  and  Britain  agreed  to  recognize  the  pro- 
Soviet  regimes  of  the  Provisional  Government  of  National  Unity  in  Poland 
(rather  than  the  government-in-exile  at  London)  and  the  government 
of  Marshal  Tito  in  Yugoslavia.  The  three  powers  committed  themselves 
to  a  policy  of  periodical  meetings  among  their  foreign  ministers.  They 
also  decided  upon  a  full-scale  conference  to  draw  up  a  charter  for  a 
United  Nations  organization. 

When  the  three  powers  met  again  at  Potsdam,  from  July  17  to  August 
2,  1945,  Germany  had  been  defeated.  Two  of  the  chief  conferees  were 
newcomers:  death  had  replaced  President  Roosevelt  with  his  Vice-Presi- 
dent  Harry  S.  Truman.  Labor  Party  victory  in  the  recent  general  election 
had  made  Clement  Atlee  rather  than  Winston  Churchill  Prime  Minister  of 
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Britain.  With  the  "shooting  war"  in  its  closing  phase,  latent  disagreement 
among  the  three  powers  became  overt.  Thus,  the  United  States  demanded 
free  international  use  of  such  waterways  as  the  Rhine,  the  Black  Sea 
straits,  and  the  Danube.  Russia  wanted  such  waterways  controlled  by  the 
bordering  states  rather  than  a  completely  international  body.  Neverthe- 
less, certain  European  issues  were  settled.  Poland  was  made  administrator 
of  parts  of  Silesia,  East  Prussia,  Brandenburg,  and  Pomerania,  areas  long 
dominated  by  a  landed  gentry  which  furnished  leading  exponents  of 
Prussian  militarism.  At  Yalta,  the  powers  agreed  to  set  Russia's  boundary 
with  Poland  at  the  Curzon  Line  of  1919.  Russia  declared  that  it  did  not 
intend  Poland  to  be  compensated  for  the  resulting  territorial  loss  with 
possession  of  the  lands  only  given  it  to  be  administered.  Nevertheless, 
Poland  proceeded  to  act  as  if  it  had  acquired  those  territories.  And  it  was 
possible  to  justify  Polish  claims  since  most  of  the  areas  concerned  had 
been  Slavic  and  even  Polish  before  the  conquests  of  the  Teutonic  Knights 
and  the  successive  partitions  of  Poland  at  the  end  of  the  eighteenth 
century. 
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The  Potsdam  conferees  also  decided  to  draft  peace  treaties  with  Italy 
and  Rumania,  Bulgaria,  and  Hungary— the  Axis  satellites  drawn  into  the 
war  by  their  fascist  governors— before  attempting  a  definitive  peace  treaty 
with  Germany.  On  German  problems,  the  four  powers  also  reached  cer- 
tain agreements.  War  criminals  were  to  be  tried  promptly.  Germany  was 
to  pay  reparations  in  kind  and  in  money.  The  occupying  powers  were  to 
treat  it  as  an  economic  unit  and  to  seek  certain  general  objectives,  remod- 
eling the  German  economy  to  stress  agriculture  and  peaceful  rather  than 
war  industry,  and  dismantling  the  cartels  and  trusts  which  had  fostered 
monopoly  and  supplied  the  Nazi  war  machine. 

With  regard  to  Germany's  Axis  partner,  the  United  States  and  Britain 
called  upon  Japan  to  surrender.  Russia  denounced  its  nonaggression  pact 
with  Japan  soon  afterward  and,  as  has  been  noted,  entered  the  Pacific 
phase  of  the  war. 

"IN  TIME  OF  WAR,  PREPARE  FOR  PEACE" 

In  contrast  to  the  policy  followed  during  World  War  I,  the  United 
States  and  its  Allies  paid  considerable  advance  attention  to  the  problems 
of  international  reconstruction,  economic  and  political  Reports  from  con- 
quered Europe  and  testimony  on  the  effectiveness  of  air  attack  indicated 
the  scope  of  effort  needed  during  the  first  postwar  years.  In  December, 
1942,  accordingly,  an  Office  of  Foreign  Relief  and  Rehabilitation  Opera- 
tions was  set  up  within  the  State  Department.  Both  the  North  African 
landing  and  the  invasion  of  Italy  demonstrated  need  for  relief  on  an  inter- 
national scale.  Consequently,  in  November,  1943,  the  United  Nations 
Relief  and  Rehabilitation  Administration  was  devised.  A  contribution  of 
1  per  cent  of  the  national  income  of  the  states  participating  provided 
$3.6  billion  in  funds.  Between  1943,  and  December,  1947,  when  UNRRA 
ended  its  work,  the  United  States  contribution  amounted  to  $2.7  billion. 
UNRRA  provided  food  and  medical  supplies  as  well  as  seeds,  fertilizer, 
agricultural  hand  tools,  300,000  head  of  livestock  privately  contributed, 
locomotives,  and  the  huge  variety  of  essentials  needed  to  revive  produc- 
tion in  areas  where  war  had  all  but  destroyed  the  bases  of  modern 
economic  life. 

To  meet  anticipated  long-term  economic  needs,  Allied  representa- 
tives met  at  Bretton  Woods,  New  Hampshire,  in  July,  1944,  after 
considerable  preliminary  work  the  previous  year.  The  Conference  pro- 
duced plans  for  two  new  international  financial  institutions,  the  Interna- 
tional Bank  for  Reconstruction  and  Development,  and  the  International 
Monetary  Fund.  In  each,  the  United  States  would  have  major  influence 
since  voting  power  on  their  governing  bodies  was  proportionate  to  con- 
tribution. The  Bank,  with  a  capital  of  $8.26  billion,  to  be  subscribed  by 
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participating  governments,  was  to  make  loans  on  a  business  basis  for 
productive  purposes.  The  Fund  was  to  attempt  to  re-establish  stable 
relations  among  world  currencies. 

To  that  end,  members  of  the  International  Monetary  Fund  committed 
themselves  to  the  creation  of  a  fund  of  $8.8  billion  in  gold  and  their  own 
currencies.  Member  nations  agreed  to  set  parities  for  their  currencies  and 
not  to  change  those  without  consultation  with  the  Fund,  under  penalty 
of  being  denied  use  of  its  resources.  Further,  the  Fund  was  to  be  an  in- 
strument for  easing  transfer  of  international  payments:  capital  movements 
might  be  controlled;  but  member  nations  promised  to  attempt  to  relax 
the  restrictions  on  foreign  exchange  which  had  done  so  much  to  hamper 
world  trade  during  the  last  prewar  decade.  As  a  means  of  easing  inter- 
national transfers,  countries  were  permitted  to  buy  from  the  Fund  with 
their  own  currencies  foreign  exchange  needed,  but  only  in  proportion 
to  their  own  contributions  to  the  Fund. 

While  the  International  Monetary  Fund  was  designed  to  promote  stable 
currency  relationships,  the  International  Bank  had  as  its  function  provid- 
ing capital  for  long-term  investment.  Member  governments— which  must 
also  belong  to  the  Fund— promised  to  subscribe  $3.26  billion,  20  per  cent 
of  which  was  to  be  paid  in  immediately  with  2  per  cent  of  that  in  gold  or 
dollars  and  18  per  cent  in  national  currencies.  The  Bank  was  to  guarantee 
privately-issued  securities  for  projects  it  approved,  or—if  the  government 
of  the  country  concerned  agreed  and  investigation  proved  the  loan  a  good 
business  risk— to  lend  directly.  In  either  case,  the  Bank  would  charge  1  or 
1.5  per  cent  for  its  services  and  it  would  back  no  projects  for  unproduc- 
tive purposes  or  beyond  borrowers'  power  to  repay.  Funds  beyond  the 
amount  made  available  by  initial  subscriptions,  die  Bank  would  seek  in 
world  securities  markets. 

The  Bretton  Woods  Agreement  Act,  which  President  Truman  signed 
August  4,  1944,  authorized  American  participation  in  both  Bank  and 
Fund.  The  Bank  sold  $250  million  in  bonds  in  the  United  States  in  July, 
1947,  and,  later,  had  its  securities  exempt  from  registration  under  the 
Securities  Exchange  Act.  By  August,  1949,  the  Bank  had  $716.6  million 
outstanding  in  loans  to  11  countries  in  Europe,  Asia,  and  the  Americas, 
but  it  was  still  far  from  its  objective  of  making  the  bulk  of  its  loans  to 
private  borrowers. 

On  the  political  level,  Americans  showed  an  early  and  continuing  inter- 
est in  world  organization  for  peace.  Nor  was  that  concern  limited  to 
private  groups  and  the  Executive  as  in  1918.  The  House  seized  the  initia- 
tive in  June,  1943,  when  its  Foreign  Relations  Committee  reported  out 
J.  W.  Fulbrighfs  resolution  favoring  United  States  participation  in  an 
international  peace  organization.  The  House  adopted  the  resolution  by  a 
vote  of  360  to  29  on  September  21.  In  the  Senate,  Republicans  Ball  and 
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Burton  and  Democrats  Hatch  and  Hill  offered  a  resolution  (which  con- 
temporaries labelled  2B2H  like  a  new  chemical)  urging  United  States 
membership  in  a  world  body  with  an  international  police  force  at  its 
command.  On  November  5,  by  a  vote  of  85  to  6,  the  Senate  approved 
the  foreign  ministers'  Moscow  declaration  of  October;  the  three  great 
powers  must  co-operate  to  establish  a  general  international  organiza- 
tion based  on  the  principle  of  the  sovereign  equality  of  all  peace-loving 
states. 

The  following  year,  diplomats  of  the  United  States,  Britain,  Russia, 
and  China  conferred  at  Harvard  University's  Dumbarton  Oaks  estate  in 
Washington.  Between  August  21  and  September  29,  representatives  of  the 
first  three  nations  discussed  problems  of  international  organization.  Be- 
tween September  29  and  October  7,  British  and  American  diplomats 
talked  with  Chinese  representatives.  The  plans  drafted  at  Dumbarton 
Oaks  were  to  be  presented  to  a  later  conference  at  which  the  great  body 
of  the  United  Nations  would  be  represented. 

Thus,  world  organization  for  peace  was  not  made  secondary  to  the  task 
of  drafting  a  peace  treaty,  as  it  had  been  in  1919.  Instead,  after  plans  had 
been  drawn  up  at  Dumbarton  Oaks,  and  further  threshed  out  at  Yalta, 
a  full-scale  conference  assembled  at  San  Francisco  from  April  25  to  June 
21,  1945.  Fifty  nations  participated  in  the  discussions.  The  United  States 
delegation  included  not  merely  senators  and  representatives  of  both 
parties,  but  such  nongovernmental  persons  as  Harold  Stassen  and  Virginia 
C.  Gildersleeve.  Other  governments  sent  equally  representative  groups. 
The  United  Nations  Charter  created  an  organization  of  sovereign  states, 
not  a  world  government.  Nevertheless,  although  the  new^  international 
body  bore  significant  likeness  to  the  League  of  Nations,  it  had  rather 
more  effectual  machinery,  particularly  for  halting  international  conflict. 
The  UN  had  four  principal  organs:  the  Security  Council,  the  General 
Assembly,  the  International  Court  of  Justice,  and  the  "specialized  agen- 
cies"—permanent  bodies  to  deal  with  particular  social,  economic,  and  even 
political  issues. 

The  Security  Council  was  to  have  11  members,  5  permanent— the  United 
States,  Britain,  Russia,  China,  and  France— and  6  elected  for  two-year 
terms  by  the  General  Assembly.  On  all  but  procedural  issues,  decision 
was  to  be  by  vote  of  7  members,  with  all  the  permanent  members  con- 
curring. This  veto  power  was  incorporated  into  the  Charter  at  the  instance 
of  Russia  and,  in  lesser  degree  of  the  United  States.  (In  point  of  fact, 
the  UN  veto  whose  use  by  Russia  after  1947  caused  such  resentment, 
much  resembles  the  "concurrent  majority"  which  John  C.  Calhoun 
deemed  the  only  way  in  which  a  permanent  minority  could  protect  its 
rights.)  The  Security  Council  was  given  "primary  responsibility  for  the 
maintenance  of  international  peace  and  security."  It  might  investigate 
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disputes  or  situations  likely  to  create  international  friction  and  recom- 
mend procedures  for  settlement.  If  those  failed,  and  the  Council  thought 
continuance  of  the  dispute  would  endanger  the  peace,  it  could  take 
action.  Such  action  might  extend  from  recommendation  to  maintain  the 
status  quo  through  a  broad  range  of  economic  sanctions,  severance  of 
diplomatic  relations,  and  even  use  of  military  force.  For  UN  members 
agreed  to  make  armed  forces  available  to  the  Council,  which  was  to  be 
advised  in  their  use,  by  a  Military  Staff  Committee. 

The  General  Assembly  was  to  be  made  up  of  delegates  of  all  the  par- 
ticipating states.  Its  important  decisions  would  be  made  by  a  two-thirds 
vote.  Russia  was  to  have  three  votes,  since  the  Ukraine  and  Byelorussia 
were  to  be  separately  represented.  Russian  insistence  on  this  reflected  its 
fear  that  Britain's  influence  over  its  dominions  and  United  States  influence 
upon  its  good  neighbors  in  Latin  America  might  well  leave  the  Soviet 
Union  overwhelmed  by  world  public  opinion.  The  General  Assembly's 
duties  included  electing  members  of  the  International  Court  of  Justice 
and  other  UN  agencies  as  well  as  nonpermanent  members  of  the  Security 
Council.  The  Assembly  was  to  discuss  questions  relating  to  international 
peace  and  security  and  make  recommendations  to  the  Security  Council. 
While  disputes  were  pending  before  the  latter,  however,  the  Assembly 
was  to  take  no  action.  In  addition,  the  Assembly  was  to  undertake  studies 
and  make  recommendations  on  means  of  promoting  international  co-oper- 
tion  in  the  realization  of  human  rights,  in  the  development  and  codifica- 
tion of  international  law,  and  in  the  fields  of  joint  international  effort  in 
cultural,  educational,  and  health  projects. 

As  permanent  staff,  the  United  Nations  had  a  Secretariat  headed  by  a 
Secretary  General  appointed  by  the  General  Assembly  on  the  recom- 
mendation of  the  Security  Council.  The  Secretary  General  not  only 
carried  on  routine  administrative  business,  but  also  was  charged  with 
informing  the  Security  Council  of  any  matter  which  he  regarded  as  a 
potential  threat  to  the  peace. 

The  International  Court  of  Justice  was  to  be  made  up  of  15  members 
selected  by  absolute  majority  of  the  General  Assembly  and  the  Security 
Council,  each  voting  separately.  The  candidates  were  to  be  chosen  from 
lists  submitted  by  the  Permanent  Court  of  International  Justice  at  The 
Hague  or,  in  case  of  nations  not  members  of  that  tribunal,  persons  chosen 
in  accordance  with  its  standards.  Members  of  the  Court  were  to  serve  for 
nine  years  and  might  be  re-elected;  no  member  was  to  exercise  political 
or  administrative  functions  in  his  own  country  or  to  engage  in  private 
practice.  The  Court's  jurisdiction  covered  states  only  and  included  inter- 
pretation of  treaties  and  the  UN  charter,  handing  down  advisory  opinions 
for  UN  divisions  and  agencies,  and  settling  specially  submitted  disputes 
on  issues  involving  international  obligations.  If  states  chose,  they  might 
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make  the  Court's  jurisdiction  compulsory  in  all  legal  disputes  involving 
interpretations  of  international  law. 

Among  specialized  agencies  of  the  UN— in  none  of  which  the  veto 
applied  and  in  few  of  which  Russia  came  to  participate— were  the  Eco- 
nomic ancl  Social  Council  and  the  Trusteeship  Council.  The  first  sought 
to  unify  existing  and  future  international  agencies  dealing  with  health, 
education,  economic,  social,  and  cultural  activities.  The  second  took  for 
its  province  relations  between  colonial  powers  and  their  charges.  The 
Economic  and  Social  Council  was  to  have  18  members  chosen  by  the 
General  Assembly.  The  Council  was  to  make  or  initiate  studies  in  its  field 
and  to  recommend  action  to  the  General  Assembly,  to  its  agency  mem- 
bers, or  to  UN  member  nations.  It  might  call  conferences,  prepare  draft 
conventions,  and  recommend  action  in  regard  to  the  protection  of  human 
rights  and  freedom.  By  1950,  such  groups  as  the  League  International 
Labor  Organization,  the  International  Postal  Union,  and  the  new  Food 
and  Agriculture  Organization,  World  Health  Organization,  and  United 
Nations  Educational,  Scientific,  and  Cultural  Organization  were  among 
the  agencies  whose  work  the  Economic  and  Social  Council  sought  to 
foster  and  co-ordinate. 

The  Trusteeship  Council  was  made  up  of  administering  powers  and 
nonadministering  powers  and  was  to  be  chosen  by  the  General  Assembly. 
The  Council  was  to  supervise  the  rule  of  such  territories  as  the  possessing 
countries  chose  to  place  under  the  Trusteeship  system  by  separate  agree- 
ment. Trust  territories  might  include  former  League  mandates,  land  taken 
from  the  Axis,  or  possessions  voluntarily  brought  into  the  system,  In 
dealing  with  all  dependencies,  trust  powers  were  to  promote  the  advance- 
ment of  the  inhabitants  and  their  development  toward  self-government 
or  independence.  Trust  powers  also  agreed  to  grant  other  UN  nationals 
equal  treatment  in  social  and  economic  matters.  Administering  nations 
were  to  make  regular  reports  to  the  General  Assembly  through  the 
Trusteeship  Council  except  for  portions  of  trust  territory  designated  as 
"strategic  areas,"  which  came  within  the  jurisdiction  of  the  Security 
Council.  In  1947,  the  United  States  received  a  strategic  trusteeship  over 
the  Marshall,  Caroline,  and  Mariana  Islands.  To  secure  .information,  the 
Trusteeship  Council  would  use  questionnaires  and  visits,  at  times  agreed 
on  with  the  administering  powers.  In  consultation  with  them,  the  Council 
might  also  accept  and  examine  petitions  from  the  trust  territories. 

Thus,  the  UN  Charter  equipped  the  new  world  organization  with  ade- 
quate machinery-legislative,  judicial,  investigatory,  and  executive.  The 
Charter  also  stressed  development  of  organs  of  international  co-operation 
on  the  cultural  and  economic  level.  With  will  to  keep  the  peace,  no 
written  instrument  could  endow  the  nations.  Consequently,  the  success 
of  the  UN  depended  on  its  members'  desire  to  maintain  peace  aud  upon 
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their  readiness  to  fight  rather  than  permit  the  status  quo  to  be  changed 
by  force. 

After  debate  far  less  acrimonious  than  discussion  of  United  States 
membership  in  the  League,  the  Senate,  by  a  vote  of  89-2,  ratified  the  UN 
Charter  on  July  18, 1945.  On  October  24,  when  Russian  ratification  added 
the  necessary  twenty-ninth  acceptance,  the  Charter  came  into  force. 


CHAPTER  25 


RECONVERSION 


THE  POLITICAL  CLIMATE,  1942-46 

PERIOD  1942-46  was  marked  by  Republican  gains  in  Congress 
X  and  by  increased  conservatism  within  the  Democratic  party.  In 
1942,  the  Republicans  won  52  per  cent  of  the  vote  cast,  but  did  not 
secure  a  majority  in  Congress  although  they  added  47  members  to  their 
strength  in  the  House  and  10  in  the  Senate.  The  campaign  of  1944  gave 
further  evidence  of  conservative  trends.  Defeat  in  the  Wisconsin  prefer- 
ential primary  removed  Wendell  Willkie  from  the  list  of  possible  Re- 
publican nominees  in  1944.  The  men  finally  chosen  at  the  Republican 
Convention  which  met  in  Chicago  on  June  26,  were  Governor  Thomas  E. 
Dewey  of  New  York  and  Governor  John  W.  Bricker  of  Ohio.  Dewey's 
reputation  was  based  on  the  successful  administration  of  a  state  in  good 
financial  condition  during  a  period  of  prosperity.  Bricker  had  become 
widely  known  for  the  practice  of  economy  during  the  depression;  but  he 
had  shown  no  particular  distinction  in  grappling  with  international 
questions. 

The  Democrats,  who  also  convened  at  Chicago,  but  on  July  19,  con- 
tinued to  break  precedent.  They  choose  Roosevelt  as  their  candidate  for 
a  fourth  term.  As  Vice-Presidential  nominee,  they  replaced  Henry  A. 
Wallace,  long  associated  with  the  more  extreme  forms  of  New  Deal  inter- 
ventionism,  by  Senator  Harry  S.  Truman  of  Missouri.  As  head  of  the 
Senate  War  Investigating  Committee,  Truman  had  achieved  nation-wide 
attention,  but  his  background  was  the  hurly-burly  of  party  politics; 
where  his  social  sympathies  were,  previous  conduct  had  not  revealed. 
Both  party  platforms  stressed  the  war.  Each  pledged  the  utmost  effort  for 
victory  and  international  co-operation  afterward.  As  had  become  almost 
routine  since  1936,  the  Republicans  promised  to  do  all  that  their  oppo- 
nents had,  but  better  and  cheaper. 

During  the  campaign,  the  Republican  candidate  emphasized  need  for 
change;  Dewey  would  bring  youth  and  efficiency  to  Washington.  The 
Democrats  took  credit  for  military  success  and  made  much  of  the  isola- 
tionists in  Republican  ranks.  The  Republicans  charged  the  administration 
with  responsibility  for  the  disastrous  effect  of  the  surprise  attack  on  Pearl 
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Harbor,  but  military  authorities  persuaded  Governor  Dewey  not  to  use 
for  political  effect  his  information  that  United  States  Intelligence  had 
solved  the  secret  Japanese  code  well  before  the  attack  of  December  7. 

A  President  seeking  a  fourth  term  was  a  major  departure  from  tradi- 
tion. Soldiers  voting  in  the  field  constituted  another  significant  novelty. 
In  1864,  when  the  United  States  last  experienced  a  Presidential  election 
in  the  midst  of  war,  soldiers  were  furloughed  in  order  to  return  home  and 
vote;  and  their  ballots  were  credited  with  holding  such  states  as  Indiana 
for  the  Lincoln  administration.  With  Americans  waging  war  all  over  the 
globe,  Civil  War  precedent  could  not  be  followed.  Yet  it  seemed  wrong 
to  deny  men  who  were  fighting  to  preserve  democratic  institutions  the 
opportunity  to  share  in  their  practice.  Actually,  how  soldiers  were  to  vote 
was  the  issue:  opinion  ranged  from  insistence  that  state  suffrage  rules- 
including  poll  taxes  and  Negro  disfranchisement— prevail  to  the  demand 
that  soldiers  use  a  federal  ballot  with  uniform  qualifications  for  the  vote. 

As  passed,  the  bill  which  became  law,  without  the  President's  signature, 
provided  that  the  states  should  decide  the  eligibility  of  voters  and  the 
validity  of  their  ballots;  it  also  recommended  that  states  ease  both  regis- 
tration requirements  and  absentee  balloting  procedures.  If  states  agreed 
by  July  15,  and  if  soldiers  who  applied  for  state  ballots  by  September  1 
did  not  receive  them  by  October  1,  then  a  federal  war  ballot,  for  United 
States  offices,  was  authorized.  Twenty  states  accepted  the  federal  ballot. 
Others  liberalized  absentee  voting  regulations  and  decreased  the  number 
of  state  officers  to  be  chosen.  As  a  result  of  these  efforts,  4  million  soldiers 
applied  for  ballots  and  2.7  million  actually  voted.  Soldier  ballots  accounted 
for  5.6  per  cent  of  the  popular  vote  for  President. 

When  the  returns  were  in,  Roosevelt  polled  25,602,505  votes  against 
Dewey's  22,006,278;  the  electoral  count  was  432  to  99.  The  impetus  of  the 
Presidential  election  carried  Democrats  to  victory  in  both  houses,  but 
their  majority  was  increasingly  dependent  on  'Southern  votes. 

Well  before  President  Roosevelt's  death,  Congress  had  shown  itself 
ready  not  merely  to  eliminate  specific  New  Deal  agencies  like  the  National 
Resources  Planning  Board  and  the  Farm  Security  Administration,  but  also 
to  check  the  proliferation  of  New  Deal  activities.  The  Federal  Adminis- 
trative Procedure  Act  of  1944,  a  measure  sponsored  by  the  American  Bar 
Association,  sought  to  cope  with  the  problems  raised  by  the  growth  of 
administrative  tribunals.  By  the  terms  of  the  new  law,  these  were  to  make 
no  investigations  except  those  specifically  authorized.  Issue  of  rules  by 
regulatory  agencies  was  to  be  preceded  by  notice  and  hearing.  When 
promulgated,  interested  parties  might  request  changes  in  rules  or  seek 
judicial  review  of  their  propriety.  In  adjudications,  administrative  bodies 
were  to  match  their  procedure  to  that  of  ordinary  courts.  In  particular, 
only  publicly  introduced  evidence  was  to  be  considered.  Presiding  officers 
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might  not  be  directed  by  the  decisions  of  subordinates,  like  the  trial 
examiners,  who  generally  ascertained  the  facts  upon  which  the  tribunal 
would  base  its  decisions.  Since  the  law  of  1944  provided  that  evidence 
must  support  the  rules  issued  by  administrative  agencies,  regular  courts 
were  further  encouraged  to  take  judicial  notice  of  the  facts  and  of  then- 
weight  as  evidence.  Thus,  by  assimilating  administrative  to  formal  court 
procedure,  and  by  weakening  the  finality  of  administrative  determination 
of  the  facts,  the  measure  tended  to  make  administrative  agencies  a  new 
form  of  lower  federal  court. 

The  Government  Corporations  Control  Act  of  1945,  which  was  spon- 
sored by  Democratic  Senator  Byrd  of  Virginia  and  Republican  Senator 
Butler  of  Nebraska,  sought  to  simplify  the  general  structure  of  such  or- 
ganizations, and  to  provide  for  their  more  effective  control  by  Congress. 
To  that  end,  all  government  corporations  were  to  obtain  new  charters 
from  Congress  by  June  30,  1948,  or  cease  doing  business,  To  assure  Con- 
gressional rule  over  policy,  such  corporations  were  required  to  turn  any 
annual  surplus  over  to  the  Treasury  and  submit  annual  budgets  to  Con- 
gress in  order  to  secure  the  money  for  their  operations.  Furthermore,  they 
were  to  be  subject  to  regular  audit  by  the  General  Accounting  Office.  In 
addition,  another  instrument  of  Congressional  influence  was  introduced: 
directors  of  all  government  corporations  handling  large  sums  of  money 
were  required  to  have  their  appointments  confirmed  by  the  Senate.  Thus, 
the  governing  boards  of  the  Export-Import  Bank,  the  TVA,  the  RFC,  and 
other  large  dispensing  agencies  came  farther  into  the  orbit  of  Congres- 
sional control— and  one  of  the  threats  of  growing  bureaucratic  power, 
raised  by  the  New  Deal,  was  cut  down.  In  1948,  moreover,  the  law  was 
amended  to  make  definitive  Congressional  power  to  limit  the  activities 
and  programs  of  government  corporations. 

By  May,  1948,  the  House  Committee  on  Appropriations  reported  the 
existence  of  86  government  corporations  with  $29.5  billion  in  borrowing 
power,  of  which  a  little  less  than  $12  billion  was  in  use.  By  the  following 
year,  government  corporation  audits  had  been  put  on  a  current  basis. 
Several—such  as  the  Inland  Waterways  Corporation,  the  United  States 
Maritime  Commission,  and  the  Virgin  Islands  Company— were  soundly 
rebuked  for  poor  accounting  practice  and  generally  unbusinesslike  man- 
agement. As  a  result  of  the  recommendations  of  the  General  Accounting 
Office,  the  Virgin  Islands  Company  was  replaced  by  another  corporation 
in  1949.  Under  a  reorganization  plan  which  was  carried  out  in  May,  1950, 
the  USMC  was  abolished  and  its  functions  transferred  to  a  Federal  Mari- 
time Board  and  a  Maritime  Administration,  both  within  the  Department 
of  Commerce.  Other  recommendations,  such  as  consolidation  of  all  federal 
housing  activities  in  a  single  Housing  and  Home  Finance  Corporation, 
had  not  been  carried  through  by  the  end  of  1952.  Nevertheless,  GAO 
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audit  and  recommendations  promised  to  be  a  useful  instrument  for  legis- 
lative control  of  the  executive  agencies  which  had  multiplied  since  1933. 
Particularly  useful  was  GAO  reiteration  that  government  corporations 
should  keep  their  accounts  in  such  fashion  that  a  subsidy  might  be 
recognized  for  a  subsidy. 

In  this  fashion,  Congress  asserted  the  authority  of  the  elected  legisla- 
ture over  Executive  appointees,  and  its  own  control  over  the  personnel, 
the  programs  and  policies,  and  the  finances  of  government  corporations. 

Perhaps  the  most  striking  instance  of  an  altered  political  climate  was 
the  relatively  prompt  enactment  of  the  22nd  Amendment.  By  its  terms, 
future  Presidents  were  restricted  to  two  terms.  Included  within  that  lim- 
itation were  future  Vice-Presidents  who  should  serve  as  much  as  two 
years  of  an  unexpired  term.  The  amendment  was  proposed  in  April,  1947, 
and  ratified  by  the  36th  state  in  February,  1951.  Since  Southern  support 
helped  carry  the  proposal  in  Congress  and  in  state  legislatures,  its  prompt 
ratification  was  often  regarded  both  as  posthumous  rebuke  to  Roosevelt 
and  as  further  evidence  of  the  political  power  resident  in  joint  action  by 
Republicans  and  Southern  Democrats.  Indeed,  some  observers  were  com- 
ing to  regard  that  alliance  as  a  national  political  party  in  fact  if  not  in 
label. 

With  the  death  of  President  Roosevelt  in  April,  1945,  the  New  Deal 
lost  its  principal  sources  of  leadership.  Vice-President  Truman  accepted 
his  new  responsibilities  with  frankly  acknowledged  trepidation,  and  he 
chose  advisers  more  intimately  associated  with  him  than  the  men  closely 
linked  with  the  New  Deal.  In  his  relations  with  Congress,  President  Tru- 
man had  his  path  eased  by  the  fact  of  his  Senate  service.  Nevertheless, 
even  less  than  his  predecessor  was  the  new  President  able  to  rule  the 
cranky  coalition  of  Southern  conservatives,  Northern  political  bosses, 
assorted  liberals,  and  the  farm  representatives  who  had  been  won  by  New 
Deal  agricultural  programs.  More  than  ever  after  World  War  II,  the 
American  "two-party  system"  was  apt  to  display  itself  in  the  form  of  a 
complex  of  factions  gathered  under  two  labels  to  function  on  a  nation- 
wide basis. 

In  1946,  increasing  dissatisfaction  with  wartime  controls  and  postwar 
shortages  expressed  itself  in  Republican  victories.  The  election  gave  the 
Republicans  a  majority  of  58  in  the  House  and  6  in  the  Senate,  a  margin 
made  more  serviceable  by  the  fact  that  on  issues  of  social  or  economic 
import  the  Republicans  could  count  on  votes  from  Southern  Democrats. 
In  1945,  Congressional  restiveness  under  the  Executive  dominance  ex- 
pressed itself  in  such  measures  as  its  refusal  to  extend  the  War  Powers 
Act  for  a  full  year  and  its  haste  to  return  the  employment  services  to  the 
states.  As  adopted,  the  price  control  measure  of  June,  1946,  was  so  unsatis- 
factory that  President  Truman  vetoed  it.  The  substitute,  passed  a  month 
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afterward,  was  equally  little  to  his  liking,  although  he  accepted  it;  and 
the  subsequent  gyrations  between  "decontrol"  and  "recontrol,"  which  the 
bill  promoted,  won  disfavor  for  the  administration  and  all  its  works. 

The  new  Republican  Congress  proceeded  to  fulfill  campaign  promises 
of  economy  and  cut  appropriations  for  the  Agriculture  and  Interior 
Departments.  By  failing  to  provide  for  storage  of  commodities  in  a  fashion 
which  would  allow  farmers  to  qualify  for  farm  price  support  payments, 
the  Republicans  acted  to  their  own  damage  in  1948.  In  addition  to  repeal- 
ing wartime  excess  profits  taxes,  the  new  Congress  attempted  a  general 
tax  reduction,  which  it  carried  over  the  Presidential  veto  in  1948  after 
failing  in  1947.  Congress  ignored  recommendations  that  Social  Security 
be  extended  to  cover  more  people  and  that  minimum  hourly  wages 
under  the  Fair  Labor  Standards  Act  be  raised  from  40  cents  an  hour.  On 
issues  like  federal  protection  for  civil  rights  and  the  establishment  of 
permanent  peacetime  conscription  Congress  proved  equally  recalcitrant: 
Southern  Senators  filibustered  to  death  a  bill  abolishing  poll  taxes  as  a 
qualification  for  voting  in  federal  elections  which  the  House  had  passed 
for  a  fourth  time.  Despite  the  recommendation  of  a  distinguished  com- 
mittee headed  by  Dr.  Karl  Comption,  universal  military  training  wakened 
no  enthusiasm.  In  1947,  the  President's  authority  to  reduce  tariffs  under 
the  Reciprocal  Trade  Agreements  program  was  continued,  but  for  one 
year  only  instead  of  the  three-year  period  which  had  been  the  rule  since 
1934. 

The  temper  of  the  new  Congress  showed  itself  in  the  enactment,  over 
President  Truman's  veto,  of  the  Labor-Management  Act  of  1947,  com- 
monly labeled  the  Taft-Hartley  Law.  War  strikes,  particularly  those  of  the 
United  Mine  Workers  and  of  the  Railroad  Brotherhoods  in  May,  1945, 
and  strikes  in  the  automobile,  steel,  packing  house,  agricultural  machin- 
ery, electrical,  and  other  basic  industries  during  the  fall  and  winter  of 
1945-46,  gave  support  to  a  large  group  which  wished  to  check  the  grow- 
ing influence  of  organized  labor.  Continued  division  in  the  labor  move- 
ment and  abuse  of  power  and  public  tolerance  by  a  small  but  conspicuous 
number  of  union  leaders  further  strengthened  the  antagonism  toward 
organized  labor  latent  in  the  lower  middle  class.  Consequently,  measures 
which  had  been  defeated  in  committee  or  by  Presidential  veto  finally  won 
approval. 

The  Taft-Hartley  Law  amended  the  Wagner  Act l  to  redefine  unfair 
labor  practices  and  union  rights.  It  also  embodied  a  program  for  the 
settlement  of  important  industrial  disputes.  The  National  Labor  Relations 
Board  was  deprived  of  final  authority  in  investigation  and  enforcement 
and  this  authority  was  transferred  to  its  general  counsel.  The  Board  was 

i  See  above,  pp.  407-8. 
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required  to  follow  court  rules  of  evidence  rather  than  the  less  formal 
procedures  it  had  developed.  Employers  received  privileges  previously 
denied:  they  might  petition  for  elections  to  choose  collective  bargaining 
agents  and  campaign  for  the  organization  of  their  preferences;  and  they 
were  to  be  held  responsible  only  for  action  by  their  authorized  agents. 
Unions,  on  the  other  hand,  were  to  be  responsible  for  the  acts  of  any 
member  and  they  might  be  sued  for  breach  of  contract.  "Unfair  labor 
practices"  by  unions  were  defined  and  outlawed;  the  secondary  boycott, 
jurisdictional  and  sympathy  strikes  were  forbidden;  and  the  union  shop 
was  all  but  ended.  Only  organizations  which  submitted  financial  reports 
and  had  no  Communists  among  their  officers  might  seek  the  protection 
or  services  of  the  NLRB.  Unions  were  denied  the  right  to  make  any 
political  contributions.  Supervisory  employees  might  not  organize  and 
plant  guards  might  belong  to  none  but  unaffiliated  organizations.  Against 
unions  engaging  in  "unfair  labor  practices,"  the  NLRB  was  authorized  to 
seek  injunctions  in  the  federal  courts. 

The  Taft-Hartley  Law  also  removed  the  Mediation  and  Conciliation 
Service  from  the  Department  of  Labor  and  established  it  as  an  independ- 
ent agency.  If  an  industry-wide  strike  appeared  likely,  the  President  was 
authorized  to  appoint  a  board  of  inquiry  and,  if  public  health  or  safety 
were  affected,  to  secure  an  injunction  banning  the  strike  for  80  days. 
During  60  days,  inquiry  and  conciliation  efforts  were  to  be  pressed. 
Fifteen  days  later,  and  after  the  inquiry  board  had  reported,  the  NLRB 
was  to  hold  an  election  in  which  the  employees  would  vote  on  their  readi- 
ness to  accept  the  "final  offer  of  settlement  made  by  their  employer  as 
stated  by  him,"  The  injunction  was  to  be  vacated  then,  and  the  President 
was  to  submit  a  report  and  recommendations  to  Congress. 

The  legislative  branch  also  took  action  in  four  significant  areas  of 
domestic  affairs:  government  reorganization,  economic  stability,  national 
defense,  and  the  control  of  atomic  energy.  By  1943,  the  weakness  of  Con- 
gressional supervision  of  Executive  functions  had  become  evident;  its 
ability  to  keep  pace  with  the  demands  of  a  modern  legislative  program 
seemed  diminishing.  In  1944,  the  joint  Maloney-Monroney  Committee 
was  appointed  to  plan  Congressional  reorganization;  when  Senator  Ma- 
loney  died,  he  was  replaced  by  Senator  Robert  M.  LaFollette,  Jr.  in 
February,  1945.  In  1946,  the  Committee  offered  a  bill  increasing  Congres- 
sional pay,  simplifying  committee  structure,  supplying  committees  with 
expert  assistance,  and  relieving  Congress  of  the  task  of  governing  the 
District  of  Columbia.  On  June  103  1946,  the  Senate  accepted  the  bill— 
from  which  self-rule  for  the  District  had  been  eliminated—by  a  vote  of 
49  to  16.  In  July,  the  House  passed  the  bill  by  a  vote  of  299-61.  It  was  left 
to  the  new  Congress  to  apply  the  law.  Committees  were  cut  from  48  to  19 
in  the  House  and  33  to  15  in  the  Senate.  Some  effort  was  made  to  apply 
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the  legislative  budget  principle,  but  complex  problems  during  the  years 
following  prevented  that  from  having  the  anticipated  effect  in  reducing 
expenditures.  Similarly.,  requirement  that  lobbyists  register  proved  ineffec- 
tual as  a  check  on  pressure  groups.  Yet  the  new  law  was  of  the  utmost 
importance:  for  it  promised  to  redress  a  balance  almost  entirely  destroyed 
by  the  New  Deal  and  once  more  to  make  Congress  a  significant,  delibera- 
tive assembly  and  regulating  agency. 

While  Congress  sought  to  improve  its  procedures,  in  1947,  it  authorized 
another  inquiry  into  the  Executive  departments.  Former  President  Hoover 
was  named  head  of  the  commission  of  inquiry.  In  1947,  the  Commission 
reported,  recommending  consolidation  of  functions,  elimination  of  over- 
lapping activities,  and  other  measures  to  promote  economy  and  efficiency. 
Of  the  350  suggested  changes,  nearly  half  had  been  put  into  effect  by 
March,  1951,  with  an  estimated  annual  saving  of  $2  billion  to  the  federal 
government.  Nevertheless,  in  such  politically  significant  agencies  as  the 
Veterans'  Administration,  the  Post  Office  and  Agriculture  Departments, 
and  personnel  policies  in  general,  the  Hoover  Commission  report  had  not 
been  heeded. 

Depression  experience,  concern  over  the  impact  of  demobilization,  and 
awareness  that  the  United  States  must  accept  a  crucial  role  in  world 
affairs,  all  combined  to  waken  interest  in  economic  stability  and  the  need 
for  "postwar  planning."  Numerous  Congressional  proposals  took  shape  in 
the  "full  employment"  bill  introduced  into  the  Senate  on  January  22, 
1945.  As  approved  on  February  2, 1946,  the  Employment  Act  avoided  the 
phrase  "full  employment"  or  a  statement  that  the  federal  government  was 
obliged  to  achieve  it.  The  law  declared  it  the  policy  and  responsibility  of 
the  federal  government  to  employ  practical  means  consistent  with  its 
needs  and  obligations  and  other  essential  "considerations  of  national 
policy"  to  co-ordinate  and  use  all  its  "plans,  functions,  and  resources  for 
the  purpose  of  creating  and  maintaining  in  a  manner  calculated  to  foster 
and  promote  free  competitive  enterprise  and  the  general  welfare,  condi- 
tions under  which  there  will  be  offered  useful  employment  opportunities 
for  those  able,  willing,  and  seeking  to  work,  and  to  promote  maximum 
employment,  production,  and  purchasing  power."  To  that  end,  the  act 
directed  the  President,  at  the  beginning  of  each  session,  to  transmit  to 
Congress  an  economic  report  on  current  levels  of  employment,  purchas- 
ing power,  and  production,  and  on  foreseeable  trends  in  those  areas. 
These  statements  were  to  be  drafted  by  a  Council  of  Economic  Advisers 
—three  members  appointed  by  the  President  with  the  advice  and  consent 
of  the  Senate.  The  Council  was  to  gather,  analyze,  and  interpret  informa- 
tion. It  was  to  appraise  federal  government  policies  as  affecting  the 
objectives  of  the  law  and  to  recommend  programs  calculated  to  "foster 
and  promote  free  competitive  enterprise,  to  avoid  economic  fluctuations 
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or  to  diminish  the  effects  thereof,  and  to  maintain  employment,  produc- 
tion, and  purchasing  power,"  To  consider  recommendations  of  the  Coun- 
cil, Congress  set  up  a  Joint  Committee  on  the  Economic  Report  of  seven 
senators  and  seven  members  of  the  House.  Thus,  the  measure  not  only 
attempted  to  interpret  and  correlate  federal  economic  policies  but  also 
created  machinery  to  close  the  gap  between  Legislature  and  Executive. 

As  Council  members,  the  President  chose  well-known  economists. 
Despite  some  internal  dissension  when  one  of  the  original  members, 
Edwin  G.  Nourse,  resigned  in  1950,  the  Council's  recommendations  won 
approval  for  moderation  of  tone;  although  there  is  no  doubt  that  fre- 
quently it  found  reasons  to  justify  what  the  administration  planned  to  do 
in  any  case,  How  effective  the  law  of  1946  would  be,  the  period  1946-52 
gave  no  opportunity  to  test;  for  the  years  after  the  war's  end  presented 
anything  but  evidences  of  the  "normal"  operation  of  the  business  cycle. 

Although  Congress  refused  to  make  peacetime  conscription  a  perma- 
nent part  of  American  life,  it  did  pass  a  new  draft  law  in  June,  1945.  This 
provided  that  young  men  between  19  and  25  might  be  called  on  for  21 
months  of  service.  Volunteers  need  serve  but  one  year.  As  a  result,  until 
the  Korean  crisis  of  June,  1950,  it  proved  unnecessary  to  draft  men  into 
the  armed  services.  In  1947,  Congress  adopted  the  National  Security  Act 
which  attempted  to  unify  the  armed  forces.  A  civilian  Secretary  of  De- 
fense with  under-secretaries  for  army,  navy,  and  an  independent  air  force, 
co-ordinated  the  work  of  the  armed  services.  It  also  set  up  two  advisory 
agencies,  the  National  Security  Council  and  the  National  Security  Re- 
sources Board,  to  counsel  the  President  on  the  planning  of  defense 
programs.  Reorganization  of  the  armed  forces  was  expected  to  result  in 
more  effective  protection  of  the  nation  and  in  significant  economies  as 
well.  To  meet  the  cost  of  that  protection  in  a  singularly  troubled  world, 
Congress  appropriated  $92.2  billion  for  national  defense  in  the  fiscal  years 
1946-50;  appropriations  for  the  fiscal  year  1952  rose  to  between  $56  and 
$61  billion. 

Utilization  of  energy  released  by  atomic  fission  offered  a  new  set  of 
problems.  It  was  vitally  important  to  preserve  for  the  United  States  the 
advantage  its  pioneering  had  given.  On  the  other  hand,  desire  for  security 
could  not  be  permitted  to  obscure  the  essential  civilian  character  of  the 
American  system  of  government.  Consequently,  the  May-Johnson  bill, 
which  emphasized  military  control,  was  kept  in  the  House  Rules  Com- 
mittee while  a  special  Senate  Committee  on  Atomic  Energy  held  hearings 
and  drafted  a  report.  By  August  1,  1946,  a  new  bill,  giving  control  to 
civilians,  had  been  passed  and  signed  by  the  President.  The  measure 
attempted  to  attain  three  objectives:  national  security,  broader  develop- 
ment and  application  of  atomic  research,  and  social  control. 

The  agency  of  control  was  an  Atomic  Energy  Commission  of  five  mem- 


RECONVERSION  559 

bers  to  be  appointed  for  five-year  terms  by  the  President  with  the  advice 
and  consent  of  the  Senate.  The  President  was  also  to  appoint  a  General 
Advisory  Commission  of  nine  members  to  counsel  the  AEG  on  scientific 
and  technical  matters.  In  addition,  the  AEG  was  to  maintain  liaison  with 
the  military  services.  For  violation  of  secrecy  concerning  the  production 
and  use  of  fissionable  materials,  the  act  provided  severe  penalties,  heavy 
fines,  imprisonment,  even  death,  if  juries  found  violations  the  result  of 
intent  to  injure  the  United  States  or  benefit  a  foreign  nation.  Research 
and  development  the  AEG  might  carry  on  itself  or  contract  with  universi- 
ties and  industrial  firms,  as  had  become  common  and  successful  practice 
during  the  war.  The  federal  government  was  to  own  all  fissionable  mate- 
rials in  the  nation  and  be  permitted  to  acquire  all  materials  which  might 
later  be  shown  fissionable.  The  AEG  was  to  control  such  materials  for  the 
government  and  to  license  devices  using  atomic  energy.  Patents  necessary 
for  use  of  fissionable  materials  or  their  energy  might  be  declared  "affected 
with  the  public  interest"  and  usable  on  payment  of  a  reasonable  royalty. 

Courts  were  not  to  enjoin  or  restrain  use  of  inventions  or  licenses  on 
grounds  of  patent  infringement,  but  judicial  review  of  the  AEG  Patent 
Compensation  Board  decisions  was  permitted.  In  such  cases  "if  supported 
by  substantial  evidence,"  Commission  findings  of  fact  were  to  be  con- 
clusive. The  AEG  was  to  make  semiannual  reports  to  Congress  and  Con- 
gress was  to  maintain  a  Joint  Committee  on  Atomic  Energy.  This  was  to 
be  kept  informed  of  the  Commission's  work,  to  maintain  a  check  on  the 
Commission,  and  to  deal  with  atomic  energy  legislation.  Further,  when 
any  nonmilitary  application  of  atomic  fission  had  been  practically  devel- 
oped, the  AEG  was  to  report  to  the  President  and  the  Joint  Committee 
and  give  an  "estimate  of  the  social,  political,  economic,  and  international 
effects  of  such  use,"  and  recommend  further  legislation. 

How  effective  the  measure  of  1946  would  be  in  controlling  future  atomic 
technology  was  not  evident  by  1952.  Evident,  however,  was  the  fact  that 
war  rather  than  peace  would  be  the  immediate  objective  of  atomic  re- 
search, for  before  long  the  AEG  was  working  on  deadlier  bombs  employ- 
ing other  elements  than  plutonium  as  a  source  of  energy. 

THE  ELECTION  OF 

By  June  21-25,  1948,  when  the  Republicans  met  at  Philadelphia,  they 
named  their  candidates  in  victorious  mood.  The  men  chosen  had  dem- 
onstrated capacity  to  win  votes,  for  Governor  Thomas  E.  Dewey  made 
the  best  showing  of  any  candidate  defeated  by  Roosevelt  while  Governor 
Earl  Warren  of  California,  his  running  mate,  had  won  the  gubernatorial 
nomination  of  both  parties  in  the  primary  elections  of  his  state.  The 
Republican  platform  stressed  the  need  to  lower  taxes  and  improve  gov- 
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ernment  administration.  It  supported  the  essence  of  the  administration's 
foreign  policy,  however;  although  many  isolationists  continued  to  be 
Republicans,  few  significant  party  figures  recommended  leaving  Europe 
to  itself. 

The  Democrats  displayed  the  obverse  of  Republican  enthusiasm  when 
they  convened  at  Philadelphia  between  July  12  and  15.  Confidence  in 
President  Truman's  ability  to  win  an  election  on  his  own  fell  so  low  that 
active  figures  in  the  party  sought  to  replace  him,  preferably  with  General 
Eisenhower.  The  general,  who  had  become  president  of  Columbia  Uni- 
versity, refused  to  be  any  party's  candidate  in  1948.  Supreme  Court 
Justice  William  O.  Douglas  favored  by  the  New  Deal  wing  of  the  party, 
declined  to  be  anyone's  vice-president  Thus,  President  Truman,  with  a 
sound  machine  of  his  own,  was  able  to  secure  renomination.  To  run  with 
him,  the  convention  selected  Senator  Alben  W.  Barkley  of  Kentucky, 
majority  leader  of  the  upper  House.  The  Democratic  platform  declared 
in  favor  of  a  civil  rights  program— federal  laws  against  lynching,  poll 
taxes,  and  discrimination  in  employment— and  denounced  the  Republican 
Congress  for  failing  to  deal  with  price  controls,  housing,  federal  aid  to 
education  and  health  care,  or  a  long-range  agricultural  program, 

Two  other  groups  entered  the  canvass.  When  a  civil  rights  plank  was 
offered  at  the  Democratic  convention,  certain  Southern  delegates  threat- 
ened to  bolt.  The  Convention,  at  President  Truman's  insistence,  adopted 
the  disputed  plank.  The  "Dixiecrats"  did  bolt  to  form  a  States'  Rights 
party  which  nominated  Governor  J.  Strom  Thurmond  of  South  Carolina 
and  Governor  Fielding  L.  Wright  of  Mississippi.  New  Dealers  and  per- 
sons dissatisfied  with  the  Truman  foreign  policy  rallied  to  the  candidacy 
of  former  Vice-President  Henry  A.  Wallace  and  Senator  Glen  A.  Taylor 
of  Idaho,  who  ran  for  President  and  Vice-President  under  a  Progressive 
party  label.  Their  platform  joined  New  Deal  planks  to  counsel  of  greater 
effort  to  improve  United  States  relations  with  Russia.  (Nor  was  there 
doubt  that  Communists,  perhaps  unknown  to  Wallace,  infiltrated  into 
the  Progressive  party. ) 

The  campaign  proceeded  somewhat  lackadaisically  in  expectation  of  a 
Republican  victory.  Not  since  1888  had  a  party  won  the  Presidency  after 
losing  the  House  in  the  previous  election.  The  Democrats  appeared  weak- 
ened by  the  defection  of  Dixiecrats  and  Wallaceites  alike;  while  the 
Republicans  expected  to  lose  no  strength  to  either,  and  certainly  none  to 
perennial  Socialist  candidate  Norman  Thomas  or  to  any  of  the  minor 
parties  in  the  field.  Even  the  principal  polling  agencies  ceased  to  measure 
public  opinion  after  August  and  early  September.  President  Truman  made 
a  vigorous  effort:  he  attacked  the  failure  of  the  Republican  Congress  to 
deal  with  domestic  problems;  particularly  he  denounced  its  special  session 
for  refusing  to  come  to  grips  with  inflation  by  price  controls  and  alloca- 
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tion  of  scarce  materials.  The  effectiveness  of  Governor  Dewey's  campaign 
was  diminished  by  his  virtual  agreement  with  his  opponent's  estimate  of 
the  past  session  of  Congress,  by  his  lack  of  the  "homey"  touch,  and  by  his 
acceptance  of  the  principal  features  of  the  Truman  foreign  policy:  con- 
tainment of  Russia,  aid  to  the  non-Communist  world,  and  support  of  the 
United  Nations. 

And  when  the  count  was  completed  at  noon  of  the  day  after  election, 
the  poll  stood  23,667,727  for  Truman  and  21,542,581  for  Dewey.  The  elec- 
toral vote  was  303  to  189.  Wallace  won  1,116,379  votes,  considerably  fewer 
than  anticipated.  Although  the  Dixiecrats  polled  only  1,005,945  votes, 
they  secured  the  ballots  of  39  electors.  The  Democrats  carried  both  the 
Senate  and  the  House  and  elected  governors  in  Indiana,  Michigan,  and 
Connecticut,  all  of  which  gave  their  electoral  votes  to  Dewey.  Truman 
had  won  so  surprisingly  for  many  reasons:  he  had  refused  to  give  up  and 
pluckily  had  continued  his  campaign  in  the  face  of  all  the  predictions  of 
the  pollsters;  the  mantle  of  Roosevelt  was  still  magical  garb;  Dewey  had 
provoked  dislike  because  of  his  aloofness;  and  organized  labor  and  farm- 
ers supported  Truman.  Trade  unionists  rang  doorbells,  circulated  litera- 
ture and  brought  people  to  the  polls  long  after  the  local  Democratic 
machines  had  retired  from  the  contest.  The  election  demonstrated  one 
important  thing:  and  that  was  the  growing  independence  of  the  Amer- 
ican voter— in  the  national  contests,  at  any  rate. 

However,  the  81st  Congress  continued  to  be  controlled  by  a  coalition 
between  Republicans  and  Southern  Democrats.  President  Truman  pre- 
sented a  program  for  legislation  which  acquired  the  label  of  "Fair  Deal." 
That  included  repeal  of  the  Taft-Hartiey  Act;  liberalization  of  Social 
Security  legislation;  federal  protection  for  civil  rights;  and  measures  to 
give  federal  aid  for  education,  health  care,  and  low  cost  housing.  By  and 
large,  the  Truman  program  failed  to  win  Congressional  support.  Fili- 
busters defeated  civil  rights  legislation.  Bills  for  revision  of  the  Taft- 
Hartley  Law  were  so  unsatisfactory  to  organized  labor  that  they  were 
allowed  to  die  in  committee.  Religious  issues  troubled  the  debate  on 
federal  aid  to  education,  for  Catholics  claimed  their  parochial  pupils 
were  entitled  to  accessory  services  like  bus  transportation.  On  the  other 
hand,  those  who  cherished  secular  education  as  a  symbol  of  the  separa- 
tion of  church  and  state  found  state  aid  to  any  aspect  of  religious  educa- 
tion an  entering  wedge  to  tax  support  for  religious  schools.  Proposals  for 
federal  aid  to  medical  care  programs  or  the  incorporation  of  disability 
benefits  in  the  Social  Security  scheme  were  also  defeated.  Some  assistance 
to  low-cost  housing  was  provided  by  the  Federal  Housing  Acts  of  1949 
and  1950,  but  Congress  did  not  adopt  the  comprehensive  program  of  the 
Wagner-Taft-Ellender  bill  which  included  aid  for  the  middle-income 
group.  Congress  did  increase  the  minimum  hourly  wage  under  the  Fail 


562  WORLD  WAR  II 

Labor  Standards  Act  from  40  to  75  cents  an  hour.  In  the  1950  revision  of 
the  Social  Security  Act,  protection  was  extended  to  steadily  employed 
domestic  workers  and  the  employees  of  nonprofit  organizations.  Congress 
increased  payments  under  the  law;  it  also  increased  the  basic  wage  on 
which  future  levy  would  be  made  and  raised  the  rate  to  1.5  per  cent. 

The  81st  Congress  did  its  most  important  work  in  the  field  of  foreign 
affairs,  which  will  be  discussed  later.  Much  legislative  time  was  expended 
on  accusations  by  Senator  McCarthy  of  Wisconsin,  that  the  State  Depart- 
ment had  been  influenced  by  pro-Communist  advisers  and  employees. 
The  Senator  failed  to  produce  convincing  evidence  of  his  charges;  but 
that  he  was  able  to  persuade  many  voters  the  election  returns  of  1950 
showed.  The  Republicans,  who  had  been  inclined  not  to  take  Senator 
McCarthy  too  seriously,  by  1951  had  admitted  him  into  their  inner  coun- 
cils. McCarthy  was  too  irresponsible;  but  America  was  worrying  about 
the  USSR  and  subsequent  espionage  and  perjury  trials  not  only  gave 
point  to  their  fears  but  gave  a  modicum  of  respectability  to  McCarthy's 
position. 

For  although  the  Truman  administration  had  even  more  widespread 
labor  support  in  1950  than  it  had  had  in  1948,  the  Democrats  lost  ground 
in  the  Congressional  elections.  Senator  Taft,  the  particular  objective  of 
labor  attack,  who  had  won  his  previous  election  by  a  scant  plurality,  was 
returned  with  a  swinging  majority  and  so  became  a  formidable  contender 
for  the  Presidential  nomination  in  1952.  The  Democrats  retained  nominal 
control  of  both  houses,  but  their  Senate  membership  dropped  from  54  to 
49,  their  House  vote  from  259  to  233.  In  addition,  the  Democrats  lost  seven 
governorships.  In  the  82nd  Congress,  therefore,  the  Republican-Southern 
Democrat  coalition  continued  to  rule  and  to  hold  in  check  any  attempt 
by  President  Truman  to  further  his  Fair  Deal  program,  an  effort  which 
appeared  the  more  unlikely  since  the  international  situation  absorbed 
ever  more  attention. 

PROBLEMS  OF  RECONVERSION:  V-J  DAY  TO  1948 

As  the  nation  had  mobilized  for  war  in  1941,  the  events  of  1945  required 
it  to  reconvert  to  peace.  Soldiers  must  be  returned  to  civil  life.  Industry 
must  shift  from  making  war  materiel  to  producing  the  goods  of  normal 
demand.  Government  must  demobilize  the  controls  it  had  imposed  on 
economic  life  as  promptly  as  possible,  yet  without  furthering  inflationary 
tendencies  latent  in  a  postwar  economy. 

Although  political  and  military  leaders  might  have  preferred  to  retain 
a  larger  number  of  men  in  service,  both  soldiers  and  their  people  at  home 
demanded  that  they  be  brought  home  as  soon  as  possible  after  victory. 
Accordingly,  the  armed  forces  introduced  a  point  system  permitting 
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earliest  release  to  those  who  had  served  longest  in  combat  overseas  and 
giving  special  consideration  to  those  with  dependents.  By  V-J  Day,  2.7 
million  veterans  were  demobilized;  11  million  more  returned  to  civilian 
life  in  1946. 

Unlike  the  situation  following  World  War  I,  when  no  real  preparation 
had  been  made  for  demobilization,  both  Congress  and  special  war  agen- 
cies considered  reconversion  problems.  The  Servicemen's  Readjustment 
Act  of  1944  attempted  to  ease  the  transition  for  individuals.  Between 
1943  and  1944,  federal  agencies  took  measures  to  smooth  industry's  recon- 
version to  peace.  In  November,  1943,  the  Senate  set  up  a  Special  Com- 
mittee on  Postwar  Economic  Policy  and  Planning.  At  the  same  time,  the 
principal  procurement  agencies-the  War,  Navy,  and  Treasury  Depart- 
ments, RFC  subsidiaries,  the  United  States  Maritime  Commission,  and 
the  Foreign  Economic  Administration-established  a  joint  Contract  Ter- 
mination Board  to  seek  means  of  halting  war  production  with  least 
disruptive  effect  The  WPB  began  reconversion  planning  between  May 
and  September,  1943,  and  in  February,  1944,  there  appeared  the  signifi- 
cant report  which  Bernard  M.  Baruch  and  J.  M.  Hancock  made  for  the 
Office  of  War  Mobilization.  This  recommended  the  centralized  disposal 
of  surplus;  speedy  removal  of  government  machinery  and  materials  from 
industrial  plants;  swift  payment  for  work  done;  and  provision  for  credit 
through  government  guaranteed  loans  for  war  contractors  awaiting  pay- 
ment. In  addition,  the  report  urged  preparation  of  a  general  tax-reduction 
plan  and  a  program  of  public  works  to  absorb  an  anticipated  large  num- 
ber of  persons  without  jobs. 

In  1944,  executive  orders  established  the  objectives  of  the  Baruch- 
Hancock  report  as  federal  policy.  Congress  acted  favorably  on  many  of 
its  recommendations.  Thus,  on  July  21,  1944,  the  Contract  Settlement  Act 
became  law.  It  provided  for  an  Office  of  Contract  Settlement  to  determine 
policies  which  procurement  agencies  were  to  carry  out  on  the  basis  of 
speedily  negotiated  settlements.  Before  V-J  Day,  $23.7  billion  worth  of 
contracts  had  been  settled;  by  the  end  of  June,  1946,  83  per  cent  of  gov- 
ernment commitments  had  been  cleared;  by  March,  1947,  only  3  per  cent 
remained. 

In  November,  1944,  the  Surplus  Property  Act  set  up  a  board  to  super- 
vise disposal  of  inventories  left  at  the  termination  of  contracts.  The  act 
directed  that  surplus  property  be  handled  so  far  as  possible  through 
regular  trade  channels  and  in  such  fashion  as  not  to  disturb  commercial 
markets.  During  1945,  surplus  property  disposal  agencies  were  shunted 
between  the  RFC  and  the  Department  of  Commerce  until  a  War  Assets 
Administration  was  established  in  January,  1946.  Although  great  enter- 
prises bought  most  of  the  large-scale  installations  which  had  been  con- 
structed with  federal  funds,  the  sale  of  surplus  property  also  made  it 
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possible  for  many  new  businesses  to  be  started  since  veterans  had  prefer- 
ence in  securing  many  articles  in  short  supply  and  high  demand. 

In  October,  1944,  preparation  for  the  peace  to  come  was  heralded  by 
the  transformation  of  the  Office  of  War  Mobilization  into  the  Office  of 
War  Mobilization  and  Reconversion.  This  agency  was  to  co-ordinate  re- 
conversion programs,  recommend  legislation,  end  war  agencies  when 
they  ceased  to  be  needed,  and  determine  policies  for  relaxing  emergency 
controls.  As  early  as  the  summer  of  1944,  other  agencies  began  develop- 
ing programs  for  demobilizing  controls.  The  WPB  allowed  producers  to 
begin  work  on  peacetime  models  and  retooling  and  it  ended  restrictions 
on  the  use  of  aluminum  and  magnesium.  By  August,  1945,  the  demand  for 
ending  wartime  economic  controls  waxed.  The  federal  government  at- 
tempted to  drop  these  in  orderly  fashion  as  a  means  of  checking  inflation. 
The  OPA  urged  that  reconversion  prices  be  held  to  1941-42  levels.  When 
the  President  directed  the  War  Labor  Board  to  terminate  its  work  by  the 
end  of  the  year,  that  agency  was  replaced  by  a  National  Wage  Stabiliza- 
tion Board  charged  with  the  duty  of  holding  wage  increases  to  amounts 
that  would  not  result  in  increased  prices.  The  WPB  itself  was  replaced 
by  a  Civilian  Production  Administration  in  October,  1945.  Meanwhile, 
most  rationing  had  been  got  rid  of;  by  the  end  of  1945,  only  sugar  re- 
mained on  the  list  of  rationed  products.  Manpower  controls  had  been 
given  up  in  August  and,  except  for  tin,  lead,  and  antimony,  priorities 
were  terminated,  although  export  controls  continued. 

Washington's  thinking— based  on  the  experiences  of  the  postwar  reces- 
sion of  1920  and  too  much  influenced  by  Keynesian  ideas—was  in  terms 
of  mass  unemployment,  glutted  markets,  deflation,  and  industrial  unrest. 
Indeed  a  widely  circulated  prediction  held  that  the  country  would  be 
faced  by  eight  million  unemployed  six  months  after  V-J  Day.  To  the 
astonishment  of  the  world  and  die  confusion  of  the  government  econo- 
mists, none  of  these  forebodings  came  to  pass.  Inflation  and  not  deflation 
turned  out  to  be  the  real  threat. 

Labor,  however,  did  find  readjustment  not  too  easy.  Shifts  from  war 
to  peace  production  meant  transfer  from  higher-wage  to  lower-wage 
industries  in  many  instances.  Return  to  the  40-hour  work  week  meant 
lower  weekly  earnings  since  overtime  no  longer  increased  pay  checks. 
Executive  order  ended  the  WLB  which  had  settled  wartime  labor  dis- 
putes. The  Labor-Management  Conference  of  November-December,  1945, 
could  reach  no  agreement  on  reconversion  wage  policy:  many  employer 
spokesmen  sought  essential  revision  of  collective  bargaining  concepts  to 
restore  their  control  of  the  employment  relationship;  while  labor's  warring 
spokesmen  attempted  to  secure  industry  acceptance  of  a  general  wage 
increase.  With  actual  war  ended,  neither  major  human  factor  in  produc- 
tion was  ready  to  make  sacrifices  for  the  general  welfare.  As  a  result, 
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employers  rejected  a  demand  for  increased  wage  rates  and  workers  struck 
to  maintain  their  income.  Between  November,  1945,  and  January,  1946, 
organized  workers  in  the  automobile,  steel,  farm  equipment,  oil,  electrical 
manufacturing,  and  other  industries  went  out  on  strike.  President  Truman 
appointed  special  "fact-finding"  boards  to  take  testimony  and  recom- 
mend settlements.  In  many  instances,  companies  refused  to  produce 
their  books  since  the  boards  had  little  if  any  legal  authority  and  employers 
regarded  ability  to  pay  higher  wages  without  increasing  prices  as  a  matter 
for  their  knowledge  alone.  The  boards  made  recommendations,  nonethe- 
less, generally  for  wage  increases  ranging  about  15  cents  an  hour.  With 
the  settlement,  in  February,  1946,  of  the  long  dispute  in  the  automobile 
industry,  a  round  of  wage  increases  throughout  die  country  took  place. 

As  a  result  of  the  year-end  strikes,  industrial  production  indexes  fell 
10  points  between.  September,  1945,  and  February,  1946.  Instead  of  the 
feared  glut  of  goods,  the  economy  faced  serious  price  maladjustments 
and  some  shortages.  The  latter  were  particularly  acute  in  low-priced 
merchandise,  in  certain  basic  commodities,  and  in  housing,  although  short 
supplies  of  meat,  cigarettes,  and  men's  white  shirts  in  1946  won  most 
public  attention  in  the  early  postwar  period.  In  March,  1946,  the  Civilian 
Production  Administration  limited  nonresidential  construction  in  order 
to  reserve  scarce  building  materials  for  homes.  Other  shortages  appeared 
in  lead,  tin,  copper  wire,  lower-cost  textiles,  steel,  and  scrap. 

Closely  linked  with  shortages  were  price  maladjustments  and  inflation. 
Heavy  deferred  demand  on  the  part  of  consumers,  production  delays  and 
losses,  ample  supplies  of  money  and  credit  both  as  bank  resources  and 
as  liquid  assets  in  the  hands  of  businessmen  and  workers— all  contributed 
to  inflationary  pressures.  To  these  domestic  factors  must  be  added  the 
capital-goods  and  consumer  needs  of  a  war-wracked  world.  The  whole 
world  was  short  of  goods— foodstuffs,  clothing,  housing,  motor  vehicles, 
steel.  And  all  of  it  appeared  to  be  turning  to  the  United  States,  seeking 
credits,  loans  and  gifts.  Prices  soared,  in  consequence. 

Against  this,  postwar  federal  action  was  relatively  ineffectual.  By 
requiring  approval  of  the  National  Wage  Stabilization  Board  for  wage 
increases  which  might  become  a  base  for  higher  prices,  the  administration 
sought  to  check  the  inflationary  spiral.  It  found  no  real  support  among 
politically  significant  groups.  The  country  was  weary  of  war  restrictions. 
Wartime  stabilization  laws,  which  had  been  renewed  on  an  annual  basis, 
were  to  expire  on  June  30,  1946,  As  enacted,  the  price  control  law  pre- 
sented weaknesses  and  inequities  numerous  enough  to  evoke  a  Presiden- 
tial veto.  Between  June  30  and  July  24,  1946,  all  controls  lapsed.  Between 
July  and  August,  the  index  of  consumer  prices  rose  7.4  per  cent;  between 
August,  1945,  and  June,  1946,  the  rise  had  been  but  3.1  per  cent.  Finally, 
Congress  adopted  the  Price  Control  Extension  Act  which  the  President 
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signed  on  July  25.  The  new  measure  left  certain  products,  notably  food 
and  feeds,  free  of  control  unless  a  special  Price  Decontrol  Board  should 
re-establish  price  ceilings.  Livestock,  cottonseed,  and  soybeans,  were 
recontrolled  on  August  10.  After  a  meat  shortage  developed,  livestock 
controls  were  dropped  on  October  14.  Nevertheless,  the  Office  of  Eco- 
nomic Stabilization  continued  to  disapprove  certain  wage  increases  on 
the  ground  that  they  would  evoke  higher  prices.  On  November  9,  1946, 
rising  discontent  and  considerable  withholding  of  goods  from  market 
finally  forced  an  end  to  all  price  controls  except  ceilings  on  rent,  sugar, 
and  rice.  Retail  prices,  which  had  been  relatively  stable  during  the  ten 
months  following  V-J  Day,  climbed  at  the  rate  of  3  per  cent  per  month 
between  August,  1946,  and  February,  1947.  By  October,  1946,  real  earn- 
ings were  12  per  cent  below  the  level  of  July,  1945,  and  pressures  for 
new  wage  rises  were  accumulating. 

PROSPERITY  AFTER  THE  WAR 

American  prosperity  after  the  war  was  no  brief  boom.  Instead,  every 
indicator  of  national  well-being  continued  its  upward  rise.  Industry,  agri- 
culture, and  labor  were  more  efficient;  and  great  quantities  of  goods- 
foods,  durable  consumer  goods,  soft  goods— poured  from  the  American 
plant.  Motor  vehicles  and  housing  turned  out  to  be  the  "new"  industries 
for  which  economists  of  the  "mature"  school  had  so  anxiously  been  scan- 
ning the  horizon.  Dwelling  units  increased  from  37.3  to  45.87  million  units 
between  1940  and  1950,  most  of  the  gains  being  made  in  the  period 
1947-50.  By  June,  1950,  output  per  man  hour  stood  at  11  per  cent  above 
1945  and  prices  had  dropped  7.6  per  cent  below  the  postwar  peak.  The 
table  below  gives  the  course  of  indexes  for  production  and  prices  in 
manufacturing.  The  figures  for  national  income  and  corporate  profits 
include  other  than  manufacturing  enterprises,  but  they  also  show  how 
the  economy  as  a  whole  shared  in  the  postwar  economic  growth. 

TABLE  38 
Production,  Prices,  Profits,  National  Income,  1946-50 


Corporate 

Wholesale 

Profits 

National 

Production 

Prices 

After  Taxes 

Income 

(1935-39  =  100) 

(1926  =  100) 

($bill.) 

($bffl.) 

1946 

170 

116.1 

13.9 

180.3 

1947 

187 

146.0 

18.5 

198.7 

1948 

192 

159.4 

20.9 

223.5 

1949 

176 

151.2 

17.0 

216.8 

1950 

200 

161.5 

22.8 

236.6 
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How  factory  workers  fared  between  1946  and  1950  is  shown  by  the 
following  indexes  for  employment,  wage  payments,  and  consumer  prices: 

TABLE  39 
Employment,  Payrolls,  Consumer  Prices,  1946-50 


Employment 

Payrolls 

Consumer  Prices 

(1939  =  100) 

(1935-39  =  100) 

1946 

147.8 

271.1 

139.3 

1947 

156.6 

326.9 

159.2 

1948 

155.2 

351.4 

179.2 

1949 

141.6 

325.5 

169.1 

1950 

150.6 

426.0 

171.9 

Equally  significant  as  a  measure  of  social  progress  is  the  table  below, 
which  shows  the  movement  of  money-income  distribution  between  1947 
and  1949;  parallel  figures  for  1935-36  are  included  for  comparison. 
Growth  of  the  middle-income  group  was  striking;  as  conspicuous  was  the 
continuing  drop  in  percentage  of  income  received  by  groups  in  the 
highest  bracket. 

TABLE  40 

Distribution  of  National  Income,  1947-49,  1935-36 


1947 

Percentage  of 

Family  Money 

( Units )       ( Income ) 


1948 

Percentage  of 

Family  Money 

( Units )       ( Income ) 


1949 

Percentage  of 
Family  Money 
( Units )       ( Income ) 


Under  $1000 

13 

2 

11 

2 

13 

2 

$1-1900 

18 

7 

15 

6 

15 

6 

$2-2900 

20 

13 

20 

12 

18 

12 

$3-3900 

17 

15 

20 

18 

19 

18 

$4-4900 

11 

13 

12 

14 

12 

14 

$5-7400 

13 

20 

14 

21 

15 

23 

$75-9900 
$10,000  and  over 

4} 

30 

4} 

27 

4} 

25 

Under  $500 

$500-1000 

$1-1500 

$15-2000 

$2-3000 

$3-5000 

$5000  and  over 


J  935-36 

Percentage  of 
Consumer  Money 
Units          Income 

25 

5 

28 

15 

20 

18 

11 

15 

10 

17 

4 

11 

2 

19 
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Since  prices  and  living  costs  continued  rising  after  the  wage  increases 
of  1946,  when  contracts  expired,  unions  demanded  fresh  wage  adjust- 
ments. In  1947  and  again  in  1948,  widespread  strikes  won  new  wage 
increases.  An  innovation  in  union  contracts,  particularly  in  the  automobile 
industry,  provided  that  wages  move  with  the  Department  of  Labor's 
cost-of -living  index.  Still  another  arose  out  of  arrangements  in  steel  and 
automobiles  under  which  companies  agreed  to  set  up  disability  and 
retirement  funds  for  workers.  Between  1945  and  1948,  the  number  of 
workers  covered  by  plans  including  retirement  or  disability  payments  or 
both  rose  from  600,000  to  an  estimated  6  million. 

Although  the  highest-income  group  was  the  source  of  investment,  the 
drop  in  its  share  of  "disposable"  national  income,  from  33.5  to  16.8  per 
cent  between  1929  and  1945,  did  not  seem  to  halt  capital  growth.  Between 
1946  and  June,  1950,  $81.9  billion  was  spent  for  new  plant  and  equip- 
ment. Nevertheless,  43  per  cent  of  the  machine  tools  and  55  per  cent  of 
the  metal-forming  equipment  in  use  in  the  United  States  was  ten  years 
old  and  reckoned  obsolete;  21  per  cent  of  all  machine  tools  and  28  per 
cent  of  metal-forming  equipment  was  twenty  years  old  and  over.  To 
be  sure,  between  1945  and  1950,  corporate  retained  earnings  and  pro- 
vision for  depreciation  provided  more  funds  for  expansion  than  securities 
sales  or  bank  loans:  the  proportion  was  65  per  cent  from  internal  sources 
to  22  per  cent  from  securities  and  4  per  cent  from  bank  loans.  In  1949 
and  the  first  half  of  1950,  the  relative  amount  of  business  funds  supplied 
by  bank  loans  increased;  and  this  was  one  of  the  evidences  of  important 
change  that  had  taken  place  in  the  country's  economic  pattern.  The  table 
below  shows  the  course  of  savings  and  investment  during  the  period 
1946-50: 

TABLE  41 

Gross  Private  Domestic  Savings  and  Investment,  1946— June,  1950 

Gross  Private  Gross  Private  Domestic 

Savings  Investment 

($  billion) 

1946  29.3  24.58 

1947  25.8  30.2 

1948  38.5  43.1 

1949  28.3).   .  33.1 
June  1950  37.7j(est)  42.2  (est) 

After  World  War  I,  agricultural  prices  collapsed  and  staple  farmers 
were  left  with  shrinking  markets  and  a  heavy  burden  of  long-term  debt. 
Five  years  after  the  end  of  fighting  in  World  War  II,  American  farmers 
still  enjoyed  prosperity.  Both  domestic  and  foreign  markets  improved. 


RECONVERSION  569 

Higher  urban  incomes— average  weekly  earnings  in  manufacturing 
reached  $61.99  in  October,  1950-increased  demand  for  the  more  expen- 
sive foods:  meat,  dairy  products,  fruits,  and  vegetables.  Foreign  markets, 
Europe  particularly,  expanded  because  of  war  damage,  greater  popula- 
tion, and  loss  of  sources  of  supply  east  of  the  Elbe.  By  1950,  United  States 
agricultural  exports  were  two-thirds  above  the  level  of  1935-39.  A  con- 
siderable part  of  that  market  depended  on  government  appropriations, 
however,  for  the  Economic  Cooperation  Administration  bought  large 
stocks,  particularly  cotton.  The  Agricultural  Act  of  1949  provided  manda- 
tory support  for  the  chief  staple  crops— wheat,  corn,  cotton,  rice,  tobacco 
—and  allowed  the  Secretary  of  Agriculture  to  establish  support  prices  for 
wool,  dairy  products,  and  other  commodities.  By  June,  1950,  the  Com- 
modity Credit  Corporation  held  half  or  more  of  the  nation's  wheat,  corn, 
and  cotton  supply,  a  situation  that  altered  somewhat,  so  far  as  cotton  was 
concerned  because  of  a  short  crop  and  the  Korean  crisis. 

The  changing  character  of  American  agriculture  was  indicated  by  the 
fact  that  while  mortgage  debt  by  1950  dropped  to  one-sixth  less  than 
the  1940  figure,  short-term  debt  was  three-fourths  larger:  the  farmer 
required  increasing  amounts  of  working  capital  in  order  to  produce  and 
market  his  crops.  During  the  decade  1940-50,  farm  liquid  assets  rose 
from  $4.1  to  $19,5  billion  while  farm  mortgage  debt  fell  from  $6.58  to 
$5.41  billion;  but  the  1950  figure  represented  a  four-year  rise  from  the 
1946  low  point  of  $4,68  billion. 

By  the  opening  of  the  50's,  America's  economy  presented  an  impres- 
sively favorable  picture.  Fear  of  postwar  depression  had  ceased  darkening 
American  anticipation.  Business  and  banking  were  more  efficient;  except 
for  a  few  old  craft  unions,  labor's  resistance  to  mass  production  tech- 
niques was  largely  dissipated;  consumers  continued  to  buy  great  quanti- 
ties of  durable  goods,  notably  housing,  automobiles,  and  household 
appliances.  The  many  securities  created  by  legislation  and  built  into 
industrial  arrangements  gave  workers  confidence;  capital  and  manage- 
ment, on  their  part,  showed  fresh  willingness  to  take  risks,  replace  old 
plant,  experiment  with  new  kinds  of  goods.  American  capital  appeared 
rejuvenated;  its  leadership  was  being  accepted  without  too  much  protest, 
except  among  the  Communist  countries. 

Nevertheless,  certain  factors  constituted  reason  for  concern.  Inflation- 
ary pressures  did  not  seem  to  be  diminishing.  Although  prices  rose  less 
rapidly  than  in  1946-47,  the  upward  movement  had  not  yet  spent  itself. 
Part  of  that  might  be  attributed  to  the  fact  that  peace  was  not  yet 
achieved.  Indeed,  expenditures  for  domestic  defense  and  foreign  aid, 
economic  and  military,  prevented  either  consistent  attainment  of  balanced 
federal  budgets  or  the  general  tax  revision  so  long  needed  and  so  long 
postponed.  Continued  need  for  government  borrowing  barred  the  rise  io 
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interest  rates  which  many  observers  considered  overdue.  For  heavy  bank 
holdings  of  government  securities  afforded  so  wide  a  base  for  credit  as 
to  foster  speculative  and  inflationary  lending.  In  March,  1951,  however, 
the  Treasury  agreed  to  issue  nontransferrable  bonds  bearing  2.75  per  cent 
interest  which  banks  might  exchange  for  present  holdings  returning  a 
smaller  interest.  This  was  clearly  a  victory  for  the  Federal  Reserve 
System  in  its  conflict  with  the  Treasury  over  interest  rates  and  as  an 
effort  to  counter  inflationary  factors  in  the  monetary  and  fiscal  picture. 
For  the  first  time  since  the  New  Deal  began,  central  banking  policy  was 
re-emerging  as  an  independent  force-and  as  a  check  on  governmental 
fiscal  recklessness. 

Many  economists,  however,  put  primary  reliance  not  upon  monetary 
but  upon  industrial  developments.  They  looked  to  increased  output  of 
goods  and  services.  In  its  turn,  increased  output  depended  on  a  free 
market  in  which  prices  would  be  responsive  to  changes  in  demand  and 
in  which  the  effects  of  competition  would  outweigh  the  effects  of  concen- 
tration. Observers  like  Edwin  G.  Nourse  argued  that  the  economy  as  a 
whole  would  be  best  served  by  the  translation  of  higher  productivity  into 
lower  prices  rather  than  into  higher  wages  or  larger  dividends.  Neither 
labor  nor  industry  leaders  were  especially  responsive,  for  gains  from 
lower  prices  were  necessarily  scattered  and  hard  to  appreciate;  in  the 
particularly  significant  area  of  producers'  goods  and  basic  industrial 
materials,  lower  prices  rather  than  larger  returns  would  be  felt  but 
remotely  by  those  foregoing  immediate  gain. 

Flexibility  met  bars  in  many  sectors  of  the  economy.  Through  its  pro- 
gram of  commodity  loans,  the  federal  government  restricted  the  range  of 
price  fluctuation  for  agricultural  staples.  The  Fair  Labor  Standards  Act 
set  minimum  wages  so  far  as  goods  produced  for  interstate  commerce 
were  concerned— but  much  processing  of  agricultural  products  was 
exempted  from  protective  legislation.  Whatever  labor  organization  could 
do  to  free  wage  rates  from  economic  vicissitudes  it  did,  although  the 
"cost-of-living"  clauses  in  certain  union  contracts  might  ease  certain 
rigidities.  Industry  as  a  whole  operated  behind  the  protective  barriers  of 
a  tariff— responsive  though  that  might  be  to  international  negotiation. 
Nor  did  industry  leadership  accede  to  the  economists'  contention  that 
competition  should  produce  lower  prices.  Indeed,  in  1946,  the  Cotton 
Textile  Institute  declared  that  its  members  had  come  to  regard  competi- 
tion not  as  "price  rivalry"  but  as  an  exercise  in  "comparative  efficiency." 
Thus,  by  government  action  and  group  organization,  many  factors  in 
production  were  less  responsive  to  pressure  from  industrial  management 
than  they  had  been  in  the  past.  More  than  ever,  therefore,  that  manage- 
ment had  to  exert  ingenuity  Bather  than  mere  power,  to  seek  efficient 
methods  rather  than  advantage  in  terms  of  trade. 
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Somewhat  paradoxically,  the  federal  government  which  acted  to  keep 
certain  costs  and  prices  relatively  rigid,  and  so  impeded  the  activity  of 
a  free  market,  also  sought  to  check  concentration  of  control  in  economic 
life  and  thus  to  preserve  competition.  Concern  lest  that  become  self- 
destructive  through  unfair  competitive  methods,  and  desire  to  prevent 
the  development  of  monopoly  or  quasimonopoly  had  prompted  the 
enactment  of  measures  like  the  Sherman  Antitrust  Act  of  1890  and  the 
antitrust  laws  of  the  Wilson  administration.  Despite  efforts  at  enforce- 
ment, many  economists  could  declare,  in  the  50's,  that  the  growth  of  big 
business  threatened  competition  as  an  American  institution.  And  in  the 
opinion  of  Thurman  Arnold,  the  antitrust  laws  "made  business  less  ruth- 
less and  more  polite,  but  they  have  not  stopped  the  concentration  of 
economic  power." 

During  the  early  years  of  the  New  Deal,  enforcement  of  antitrust  legis- 
lation was  suspended  in  favor  of  firms  which  complied  with  NRA  regula- 
tions. By  1939,  according  to  one  authority,  86.9  per  cent  of  the  value  of 
United  States  mineral  products,  45.7  per  cent  of  the  value  of  its  agricul- 
tural products,  and  42.7  per  cent  of  the  value  of  its  manufactured  prod- 
ucts was  marketed  under  cartel  conditions,  that  is,  by  agreement  among 
producers  rather  than  by  genuinely  separate  offerings.  The  investigations 
of  the  Temporary  National  Economic  Committee  showed  some  growth  in 
concentration  of  control  during  the  depression  decade.  That  trend  con- 
tinued in  the  war  years  which  followed,  although  it  took  a  somewhat 
different  form:  union  of  diversified  products  and  facilities  to  secure 
sources  of  merchandise  or  markets  for  finished  products  tended  to  sup- 
plant horizontal  concentration  of  similar  products  or  vertical  concentra- 
tion of  all  commodities  needed  to  make  finished  products.  Thus,  producers 
of  basic  steel  bought  fabricators  of  steel  drums,  bridges,  oil  well  equip- 
ment and  other  products  which  were  a  principal  market  for  steel;  grocery 
chains  bought  slaughterhouses;  drug  firms  bought  concerns  making  house- 
hold items  usually  sold  in  drug  stores;  one-fifth  of  all  cotton  textile  pro- 
duction changed  ownership  between  1940  and  1946,  and  an  appreciable 
portion  of  this  was  purchase  of  "gray  goods"  capacity  by  selling  agents  or 
converters.  Between  1940  and  1947,  2,450  firms,  with  5.5  per  cent  of  all 
manufacturing  assets,  consolidated  and  disappeared.  The  new  merger 
movement  involved  such  products  as  food  and  textiles,  where  small 
enterprise  had  been  the  rule,  as  well  as  chemicals,  petroleum,  machinery, 
and  metals.  By  1939,  the  production  of  41  commodities  was  so  centralized 
that  it  constituted  illegal  disclosure  of  confidential  information  for  the 
Bureau  of  the  Census  to  list  the  number  of  firms  or  the  percentage  of 
output  by  the  leading  producers  of  those  commodities.  Increasingly, 
business  in  the  United  States  was  shaping  itself  to  a  pattern  in  which, 
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for  57  per  cent  of  the  value  of  all  goods  made,  the  four  largest  producers 
of  a  given  commodity  turned  out  more  than  one-half  the  total  value  of 
product. 

War  strengthened  rather  than  disturbed  that  pattern,  for  war  demand 
required  large  supplies  of  standardized  products.  Between  1940  and 
1944,  two-thirds  of  all  prime  contracts  went  to  100  corporations  and 
49  per  cent  of  the  value  of  all  contracts  went  to  but  30  among  them. 
Actually,  much  of  the  work  for  which  the  contracts  called  was  sub- 
contracted to  smaller  enterprises;  nevertheless,  the  economic  power 
represented  by  the  possession  of  a  prime  contract  remained  with  the 
large  concern.  The  250  corporations  which  controlled  two-thirds  of  all 
United  States  industrial  facilities  bought  70  per  cent  of  government-built 
war  plants,  and  16  corporations  acquired  surplus  plant  to  the  value  of 
53  per  cent  of  the  total.  In  1939,  250  manufacturing  corporations  held 

65.4  per  cent  of  all  manufacturing  facilities;  in  1946,  the  figure  was 

66.5  per  cent.  In  1929,  20  corporations  had  assets  of  a  billion  dollars  or 
more;  by  1939,  the  number  had  increased  to  29;  there  were  48  such 
corporations  in  1948  (a  fact  which  represents  mergers  as  well  as  industrial 
growth).  Between  1940  and  1948,  the  "giants,"  by  merger  or  purchase, 
took  over  $5.2  billion  in  assets.  In  that  period,  too,  113  manufacturing 
corporations  with  $100  million  in  assets  held  46  per  cent  of  all  manu- 
facturing capital  (assets  less  depreciation)  and  the  151  largest  industrial 
corporations  owned  54.4  per  cent  of  gross  capital  assets.  In  a  range  of 
industries  running  from  chemicals  to  cigarettes,  3  or  4  companies  did  more 
than  50  per  cent  of  the  business  in  their  field;  in  many  instances  the 
proportion  was  from  65  to  85  per  cent.  Furthermore,  eight  banking 
companies,  or  financial  "interest  groups,"  controlled  106  of  the  250  largest 
nonfinancial  corporations.  In  banking  itself,  the  number  of  banks  dropped 
from  25,113  to  14,535  between  1929  and  1944;  1.5  per  cent  of  these  held 
56  per  cent  of  all  deposits.  Moreover,  eleven  bank  holding  companies 
controlled  33  banks  scattered  in  20  states  and  having  $13.5  billion  in 
capital  resources.  Furthermore,  bank  holding  companies  were  neither 
regulated  nor  prevented  from  engaging  in  nonbanking  activities,  a  situa- 
tion which  the  American  Bankers  Association  found  in  need  of  legislative 
remedy  in  1948. 

In  the  progress  of  concentration  of  economic  control,  many  observers 
saw  danger  to  the  American  competitive  system.  In  certain  activities, 
notably  public  utilities,  regulated  monopoly  appeared  economically  neces- 
sary. In  other  areas,  large-scale  enterprise  was  more  efficient  than  small. 
Yet,  beyond  a  certain  point,  increased  size  did  not  further  either  produc- 
tive efficiency  or  earnings.  It  was  the  companies  with  $50,000-$100,000 
in  assets  which  earned  the  highest  rates  of  wartime  profits;  among  larger 


574  WORLD  WAR  II 

concerns,  it  was  those  in  the  middling  rank  which  showed  the  best  return. 
An  industry  witness  before  a  subcommittee  of  the  Senate  Select  Com- 
mittee on  Small  Business  declared  that  the  advantage  of  very  large  firms 
lay  not  in  mere  productive  efficiency,  but  in  marketing— particularly  in 
advertising  and  salesmanship;  in  the  weight  of  purchasing  power,  which 
could  be  based  as  an  economic  club;  and  in  ability  to  secure  capital  and 
credit  at  low  rates.  The  giants  of  industry,  enterprises  with  assets  of 
$100  million  or  more,  had  "political"  rather  than  economic  superiority. 
To  a  lesser  degree  than  smaller  enterprises  did  they  need  to  compete  for 
funds  in  the  capital  market  since  they  could  draw  upon  retained  funds 
for  working  capital  and  investment.  Insofar  as  they  manufactured  neces- 
sary products,  the  giants  could  compel  rather  than  seek  purchasers.  Even 
when  they  controlled  no  more  than  a  third  of  the  total  output  of  a  given 
commodity,  the  giants  could  dictate  price  policies  and  set  the  fashion  of 
doing  business— and  more  and  more  that  fashion  directed  offering  the 
buyer  inducement  other  than  lower  prices.  Furthermore,  the  very  size  of 
the  giants  made  it  impossible  for  the  community  to  permit  them  to  fail. 
This  was  shown  during  the  first  years  of  the  depression,  when  the  Hoover 
administration  intervened  to  help  enterprises  whose  solvency  most  af- 
fected that  of  the  great  institutional  investors  like  the  life  insurance 
companies.  And,  by  the  end  of  the  1940's,  the  latter  were  supplying  large 
amounts  of  what  money  the  giants  found  it  necessary  to  borrow, 

All  these  strictures  undoubtedly  were  true:  bigness  was  becoming  hard 
to  avoid—in  business  as  in  labor  and  in  government.  But  bigness  in 
industry  in  itself  was  not  necessarily  evil:  as  long  as  it  continued  to 
experiment  with  new  and  more  efficient  devices  of  production;  increased 
the  quality  of  goods  (if  it  could  not  lower  prices);  and  did  not  stand  in 
the  way  of  steadily  rising  real  wages.  The  point  is,  Americans-and  they 
were  the  only  people  in  the  world,  it  appeared— were  committed  to  the 
maintenance  of  a  competitive  economy.  It  was  becoming  apparent  that 
competition  was  not  complete;  nevertheless  the  idea  continued  to  receive 
full  support.  And  here,  American  government  rendered  yeoman  service. 

To  meet  the  problems  implicit  in  concentration  of  economic  control, 
government  followed  two  lines  of  action:  federal  agencies  sought  more 
effective  enforcement  of  the  antitrust  laws;  and  Congress  attempted  to 
formulate  legislation  to  aid  smaller  enterprises.  In  fact,  during  the  first 
postwar  years,  small  business  ranked  with  Mark  Twain's  weather  as  a 
topic  for  much  discussion  and  relatively  little  action.  The  antitrust  pro- 
gram was  pursued  more  vigorously.  Between .  1941  and  1945,  several 
prosecutions  had  been  dropped  lest  the  attention  of  corporate  officials 
be  diverted  from  the  war  effort.  In  1945  and  1948,  the  Federal  Trade 
Commission  carried  forward  two  significant  prosecutions.  In  American 
Tobacco  Company  v.  U.  S.  (328  U.S.  781, 1946),  the  Supreme  Court  gave 
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the  FTC  authority  to  check  company  power  to  control  prices  even  when 
the  Commission  demonstrated  no  actual  restraint  of  trade.  In  FTC  v. 
Cement  Institute  (333  U.S.  683,  1948),  the  Commission  won  Supreme 
Court  approval  of  its  contention  that  the  basing  point  system  of  quoting 
uniform  delivered  prices,  regardless  of  actual  transportation  costs  be- 
tween  mill  and  purchaser,  led  to  restraint  of  trade.  The  multiple  basing 
point  plan  prevailed  in  the  sale  of  many  standardized  bulky  products, 
notably  paper,  salt,  fertilizer,  bricks,  lumber,  cement,  and  certain  types 
of  steel.  Many  economists  agreed  with  the  FTC  that  the  practice  fostered 
restriction  of  competition,  maintenance  of  uniform  prices,  and  control  of 
dealers  by  producers.  Others  contended  that  the  basing  point  system 
promoted  competition  since  it  allowed  fabricators  not  favored  by  near- 
ness to  raw  materials  to  remain  in  business  and  compete  with  those 
favored  by  locality.  In  1937,  the  FTC  issued  a  complaint  against  the 
Cement  Institute  and  its  members  for  using  the  basing  point  system 
although,  in  1925,  a  5-4  Supreme  Court  opinion  denied  government 
claims  that  the  practice  violated  the  antitrust  laws.  In  1943,  the  Commis- 
sion ordered  the  Cement  Institute  and  its  members  to  cease  using  the 
basing  point  method  of  pricing;  to  desist  from  refusal  to  quote  mill  prices; 
to  end  forced  purchase  through  local  dealers;  to  halt  discrimination 
among  customers  and  spying  on  users  of  imported  cement;  and  to  stop 
collecting  and  circulating  freight  rate  information  in  a  fashion  which 
made  rates  an  element  in  quoted  prices.  The  Circuit  Court  of  Appeals 
overruled  the  Commission,  but  in  April,  1948,  the  Supreme  Court  agreed 
that  the  FTC  order  should  be  enforced:  the  Institute  had  engaged  in 
unfair  practices  and  the  basing  point  system  tended  to  thwart  competi- 
tion (Federal  Trade  Commission  v.  Cement  Institute  et  al.  [333  U.S.  683]). 
Thus,  the  Court  broadened  FTC  power  to  give  the  phrase  "unfair 
competitive  practices"  specific  content.  While  some  economists  found  that 
a  desirable  step  had  been  taken  toward  checking  "phantom  freight" 
charges  and  pricing  by  formula,  others  saw  danger  lest  the  FTC  fail  to 
distinguish  between  administered  prices  and  monopoly  control.  Congress 
responded  to  general  outcry  against  checks  upon  the  basing  point  system 
by  giving  legislative  authorization  to  the  practice.  President  Truman 
vetoed  the  measure  in  1950.  In  1948,  over  Presidential  veto,  Congress  had 
adopted  the  Reed-Bullwinkle  Act  exempting  railroad  rate  agreements 
from  prosecution  under  the  antitrust  laws.  On  the  other  hand,  in  Decem- 
ber, 1950,  both  houses  passed  and  President  Truman  signed  a  measure 
amending  the  Clayton  Act  to  forbid  intercorporate  acquisition  of  assets, 
as  well  as  of  stock,  if  the  acquisition  would  tend  to  lessen  competition 
or  promote  monopoly.  The  FTC  thus  secured  a  clarification  of  its  powers 
which  it  had  been  seeking  since  the  Supreme  Court,  in  a  series  of  5-to-4 
decisions,  had  ruled  that  the  FTC  might  not  order  the  divestiture  of 
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assets  and  securities  acquired  by  intercorporate  transactions  contrary  to 
the  provisions  of  Section  7  of  the  Clayton  Act  (Federal  Trade  Commis- 
sion v.  Western  Meat  Company;  Thatcher  Manufacturing  Company  v. 
FTC;  Swift  and  Company  v.  FTC  [272  U.S.  554,  1926];  Arrow-Hart  and 
Hegeman  Electric  Company  v.  FTC  [291  U.S.  487, 1934] ). 

The  problem  of  "small  business"  had  many  links  to  the  problem  of 
maintaining  a  free  market  and  of  preserving  competition.  The  Depart- 
ment of  Commerce  defined  small  business  as  including  manufacturing 
plants  with  fewer  than  100  employees,  wholesale  establishments  whose 
annual  sales  averaged  less  than  $200,000,  and  retail  or  service  enterprises 
doing  less  than  $50,000  worth  of  business  annually.  In  1939,  small  busi- 
ness embraced  90  per  cent  of  all  establishments  and  employed  45  per 
cent  of  all  gainfully  occupied  workers,  but  accounted  for  only  34  per  cent 
of  the  value  of  product.  What  appeared  to  be  a  diminishing  of  small 
enterprise  aroused  much  political  attention.  Between  1933  and  1943,  for 
example,  390  bills  to  aid  small  business  were  introduced  into  Congress. 
In  1940,  the  Senate  appointed  a  special  Committee  to  Study  Problems  of 
Small  Business.  Issues  associated  with  effort  to  make  small  business  of 
more  service  to  the  war  effort  diverted  the  Committee  from  its  original 
purpose,  but  it  continued  hearings  through  1946.  Before  ending  its  work 
in  January,  1947,  the  Committee  submitted  a  program  of  50  recommenda- 
tions. These  included  improved  enforcement  of  the  antitrust  laws;  re- 
examination  of  the  effect  of  resale  price  maintenance  and  of  the  federal 
laws  permitting  it;  registration  of  trade  associations;  federal  charters  of 
incorporation;  establishment  of  a  Department  of  Small  Business;  and 
tax  concessions  to  small  enterprises,  particularly  in  the  shape  of  permis- 
sion to  average  income  over  a  period  of  years.  The  new  department  was 
to  carry  on  both  technical  and  economic  research  for  small  enterprises 
and  to  aid  them  in  securing  capital,  both  by  way  of  loan  guarantees  and 
by  purchase  of  nonvoting  common  stock. 

For  obtaining  capital  was  a  prime  difficulty  of  small  enterprises.  Com- 
mercial banks,  which  lent  to  large  corporations  at  1  to  2.5  per  cent  asked 
6  to  8  per  cent  from  smaller  firms.  Although  security  issues  up  to  $300,000 
were  exempt  from  registration  with  the  SEC,  equity  financing  was  even 
costlier.  Between  1934  and  1938,  both  the  RFC  and  the  Federal  Reserve 
System  had  been  given  special  authority  to  make  direct  loans  to  small 
business.  Nonetheless,  only  30  per  cent  of  RFC  loans  were  for  sums 
below  $100,000;  of  the  $280  million  appropriated  for  loans  to  small  enter- 
prises, the  Federal  Reserve  System  had  lent  only  $180  million  by  1944. 
In  1945,  the  RFC  developed  its  Blanket  Participation  Agreement  to 
provide  longer-term  working  capital  for  small  business.  Under  the  agree- 
ment, the  RFC  would  guarantee  loans  by  approved  banks  to  enterprises 
which  appeared  sound  business  risks.  Such  loans  were  limited  to  $250,000 
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and  might  run  for  10  years,  with  10  per  cent  of  the  principal  to  be 
amortized  annually. 

After  more  than  half  a  century  of  efforts  to  find  a  formula  in  govern- 
ment's grappling  with  the  problem  of  monopoly,  no  legislature  or  appel- 
late court  had  given  a  workable  definition  of  either  monopoly  or  a  free 
market.  Nor  had  any  economist  devised  a  method  for  reaching  such  a 
definition  which  would  satisfy  either  businessmen  or  his  fellow  econo- 
mists. Yet  the  serious  effort  which  was  being  made  to  assure  free  markets 
showed  how  far  the  United  States  had  come  since  1900.  Then,  only  a 
scorned  Bryanite  minority  admitted  that  competition  might  be  self- 
destructive  as  readily  as  self -maintaining.  By  the  50*s,  economists  and  busi- 
ness spokesmen  agreed  that  government  might  justifiably  intervene  to 
preserve  competition  although  both  were  aware  of  dangers  latent  in 
intervention.  This,  at  any  rate  was  a  commitment:  and  it  helped  to 
account  for  the  great  vitality  of  the  American  economy.  Enterprise,  in  its 
original  sense,  still  ruled  the  thinking  of  American  businessmen.  Thus 
Americans  at  the  mid-century:  at  the  same  time  that  they  were  worrying 
about  the  threat  of  a  new  world  war. 
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IN  PERILOUS  PEACE 


PROBLEMS  OF  POSTWAR  RECONSTRUCTION 

IN  1890,  HENRY  ADAMS  remarked  that  when  the  United  States  out- 
stripped European  productive  power,  Europe  would  have  to  become 
either  a  federated  republic  or  a  wreck.  The  results  of  two  world  wars  in 
twenty-five  years  measured  the  accuracy  of  his  observation.  At  the  end 
of  hostilities  in  September,  1945,  Europe  stood  confronted  by  destruction 
so  far-reaching  that  its  full  effect  did  not  appear  until  more  than  a  year 
had  gone  by.  To  the  damage  of  air  war  and  of  prolonged  fighting  were 
added  the  consequences  of  operating  an  economy  without  concern  for 
depreciation.  Physically,  Europe  found  its  soil  and  its  forests  depleted, 
its  breeding  stock  and  even  its  seed  grain  consumed  for  food,  its  transport 
gutted,  its  industrial  plant  worn  out  or  obsolete, 

Although  population  had  increased  by  an  estimated  10  per  cent,  loss 
of  manpower  was  serious,  especially  in  the  age  group  providing  skilled 
workers  and  technicians.  In  addition,  postwar  Europe  was  called  upon 
to  cope  with  a  tremendous  migration  of  peoples.  The  millions  whom  the 
German  conquerors  had  carried  off  to  serve  as  slaves  returned  to  their 
homes.  The  liberated  countries  of  Central  and  Eastern  Europe  expelled 
not  only  the  Germans  who  had  moved  in  to  reap  the  rewards  of  victory 
but  also  German  minorities  which  had  proved  loyal  to  another  fatherland 
than  the  one  where  they  had  happened  to  be  born.  By  1947,  when  the 
major  task  of  resettlement  was  ended,  an  International  Refugee  Organiza- 
tion was  charged  with  the  care  of  558,851  persons  who  dared  not  return 
to  their  own  countries  for  fear  of  political  reprisal.  By  1950,  the  areas  of 
Germany  controlled  by  the  Atlantic  allies  struggled  to  absorb  some 
eleven  million  expellees. 

Industrially,  the  effect  of  physical  destruction  was  multiplied  by 
disintegration  of  economic  institutions.  Continental  Europe  had  under- 
gone a  forcible  economic  centralization  between  1941-45.  That  had  to  be 
replaced,  but  prewar  channels  of  trade  had  been  disrupted  and  prewar 
currencies  debased.  On  the  European  Continent  in  1945  and  1946,  the 
most  generally  acceptable  medium  of  exchange  was  the  American 
cigarette, 
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Politically,  Europe  was  disorganized  and  demoralized.  Governments 
had  been  exiled  or  overturned.  Popular  faith  in  the  integrity  of  many 
governing  groups  had  been  destroyed  because  of  their  collaboration  with 
the  enemy.  In  many  areas,  reforms  were  long  overdue.  And  beneath 
temporary  problems  seethed  fear  lest  out  of  the  disorder  and  the  despair, 
communism— organized  and  armed  with  a  fanatical  faith—might  make 
fresh  gains. 

In  all  the  world,  only  the  United  States  had  both  a  functioning  political 
system  and  undepleted  productive  power  in  weight  sufficient  to  affect  the 
course  of  events.  Nor  was  the  United  States  ungenerous  in  its  use  of  that 
power.  Although  the  Lend-Lease  program  was  ended  in  August,  1945, 
Export-Import  Bank  loans  allowed  beneficiary  nations  to  obtain  materials 
on  fairly  easy  terms.  The  United  States  had  contributed  the  bulk  of 
UNRRA  funds.  But  UNRRA  ceased  European  operations  by  June,  1947. 
The  United  States  had  accepted  the  international  financial  institutions 
devised  at  Bretton  Woods,  but  neither  the  International  Monetary  Fund 
nor  the  Bank  for  Reconstruction  and  Development  could  meet  present 
needs.  In  1946,  Congress  had  approved  a  $3.75  billion  loan  to  Britain  on 
terms  that  seemed  generous  enough:  repayment  in  fifty  installments  with 
interest  at  2  per  cent,  but  interest  need  not  be  paid  in  any  year  when 
Britain  lacked  dollar  exchange. 

Nevertheless,  by  1947,  the  rapid  improvement  of  1945-46  had  dwindled 
and  the  industrial  nations  of  Europe  faced  bankruptcy.  Loans  and  grants 
from  the  United  States  and  Canada  had  come  to  an  end.  European 
nations  had  liquidated  a  large  part  of  their  foreign  security  holdings. 
European  services  in  shipping  and  finance  could  not  be  provided  because 
of  depleted  facilities  or  could  not  compete  in  the  international  market. 
Drought  and  a  severe  winter  in  1946  intensified  industrial  as  well  as 
agricultural  problems  since  many  European  areas  depended  on  hydro- 
electric power.  Furthermore,  disruption  of  intra-European  trade  deprived 
Atlantic  Europe  of  Polish  coal  and  timber  and  of  the  grain  which  Hungary 
and  Rumania  had  exported.  Needed  supplies  had  to  be  secured  from  the 
Western  Hemisphere,  the  United  States  in  particular,  with  consequent 
depletion  of  gold,  American  securities,  and  dollars  and  resulting  weakness 
in  business  confidence  in  local  currencies. 

European  problems  lay  deeper,  however.  During  the  nineteenth  cen- 
tury and  into  the  twentieth,  Europe  as  a  whole  enjoyed  the  fruits  of 
advanced  technological  development,  of  conquest,  and  of  trading  at  an 
advantage  with  simpler  economies.  By  1945,  conquered  and  colonial 
areas  had  become  restive;  some  of  these—India,  Egypt— had  become 
Britain's  creditors;  the  terms  of  trade  no  longer  favored  the  buyers  of  raw 
materials;  and  technological  advance  had  begun  to  spread  in  previously 
underdeveloped  countries.  European  markets  shrank  as  non-European 
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lands  became  industrialized  and  the  United  States  offered  formidable 
competition.  European  economies  tended  to  become  rigid,  moreover; 
European  businessmen  sought  safe  markets  rather  than  wide  ones;  cartel- 
ization  had  taken  its  toll  by  permitting  industrial  processes  to  become 
obsolescent;  and  European  statesmen  had  allowed  their  nations  the  luxury 
of  war  when  they  had  no  economic  margin  for  political  error.  To  meet 
the  costs,  European  investments— particularly  those  of  the  great  European 
creditor,  Britain-had  to  be  liquidated.  And  by  1947,  the  industrial  nations 
of  Atlantic  Europe  found  their  demand  for  non-European  goods  increas- 
ing as  their  ability  to  pay  diminished.  More  efficient  large-scale  produc- 
tion might  remedy  some  European  economic  ills,  but  mass  production 
meant  mass  markets  and  the  market  which  Atlantic  Europe  might  have 
been  was  divided  by  customs  barriers  and  further  shrunk  by  restriction 
on  transfer  of  funds.  In  too  large  a  measure,  trade  had  become  bilateral, 
guided  by  specific  credit  balances  rather  than  considerations  of  business. 

In  1947,  however  aware  of  such  fundamentals  American  observers 
might  have  been,  the  immediate  need  was  to  prevent  the  economic  dis- 
solution of  Europe  with  consequent  peril  to  the  political  status  quo  and 
the  balance  of  power  on  the  continent.  On  June  5,  in  an  address  at 
Harvard,  Secretary  of  State  Marshall  suggested  that  the  United  States 
would  give  financial  aid  to  plans  for  European  recovery  if  the  Europeans 
would  confer,  assess  their  resources  and  their  needs,  draft  measures  for 
economic  restoration,  and  assure  the  United  States  of  concurrent  effort 
to  maintain  fiscal  and  monetary  stability.  Late  in  June,  Russian  repre- 
sentatives attended  preliminary  European  discussions  but  they  could 
reach  no  agreement  with  the  Atlantic  powers,  for  they  declared  the 
entire  project  was  merely  a  scheme  to  tie  Europe  to  the  economic  apron 
strings  of  the  United  States.  Only  July  3,  the  foreign  ministers  of  France 
and  Britain  issued  an  invitation  to  a  European  economic  conference. 
Nine  days  later,  representatives  of  sixteen  states  met  at  Paris.  Russia 
refused  to  attend,  and  used  its  influence  to  prevent  its  East  European 
allies  from  participating  in  the  consultations  of  the  Committee  for  Euro- 
pean Economic  Cooperation,  which  the  sixteen  nations— later  joined  by 
Western  Germany  and  Trieste-carried  on  during  the  summer  of  1947. 

Before  the  CEEC  reported  in  September,  the  Council  of  Economic 
Advisers,  the  Secretary  of  Commerce,  and  a  committee  under  Interior 
Secretary  Krug  studied  United  States  capacity  to  meet  Europe's  wants. 
Although  shortages  of  steel,  coal,  fertilizer,  wheat,  and  industrial  equip- 
ment might  be  intensified,  American  resources  would  not  be  unduly 
strained  by  the  aid  program,  Secretary  Krug  concluded.  A  Congressional 
committee  of  inquiry  reported  that  Europe  could  recover  economically 
with  United  States  aid;  without  it,  free  market  institutions  stood  in 
jeopardy. 
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Accordingly,  in  April,  1948,  Congress  passed  and  President  Truman 
signed  the  Foreign  Assistance  Act  of  1948,  This  set  up  an  Economic 
Cooperation  Administration  (EGA)  to  carry  out  the  program,  generally 
known  as  the  Marshall  Plan,  in  consultation  with  the  Organization  for 
European  Economic  Cooperation  which  had  been  established  on  April  16. 
Each  beneficiary  country  concluded  a  separate  agreement  with  the 
United  States.  These  pledged  currency  stabilization  and  balanced  budgets 
"as  soon  as  practicable."  Participating  governments  agreed  to  use  United 
States  help  to  find  and  put  to  use  their  nationals'  dollar  assets.  Beneficiary 
nations  also  agreed  to  forego  German  reparations  in  kind  if  the  EGA 
decided  that  the  facilities  would  serve  recovery  better  in  Germany.  In 
addition,  participating  governments  agreed  to  match  United  States  aid 
with  "counterpart  funds"  in  their  own  currencies.  Out  of  those  funds  were 
to  come  administrative  costs  and  payment  for  relief  shipments.  Five  per 
cent  more  was  to  be  turned  over  to  the  United  States  government  for 
purchase  of  strategic  materials  in  the  beneficiary  country;  the  remainder 
might  be  used  for  currency  stabilization  or  for  investments  approved  by 
the  EGA.  Many  agreements  also  incorporated  provisions  for  beneficiary 
governments  to  take  action  against  price  fixing,  market  allocation,  use 
of  patent  agreements  to  limit  production  or  restrict  technological  methods 
—in  fine,  so  far  as  it  was  consistent  with  national  law,  to  make  free 
markets  prevail.  In  the  law  appropriating  funds  for  the  European  Recov- 
ery Program,  which  was  expected  to  cost  $20  billion  in  a  four-year  period, 
Congress  provided  that  the  EGA  guarantee  convertibility  of  new  dollar 
investments  until  1952  in  the  amount  of  $300  million.  The  Export-Import 
Bank  also  agreed  to  guarantee  $10  million  in  convertible  earnings  for 
United  States  periodical  and  motion  picture  owners,  provided  that  the 
participating  countries  agreed.  In  addition,  when  possible,  the  EGA  was 
directed  to  buy  United  States  surplus  agricultural  products. 

The  American  objectives  in  the  Marshall  Plan  were:  increased  produc- 
tion, agricultural  and  industrial;  restoration  of  sound  currencies  and 
fiscal  stability;  and  facilitation  of  international  trade  on  a  multilateral 
basis.  By  the  end  of  1949,  at  a  cost  of  $7  billion  to  the  United  States, 
industrial  production  in  countries  participating  in  the  Marshall  Plan 
stood  10  to  16  per  cent  above  1939;  agricultural  output  had  reached  pre- 
war levels.  Serious  problems  remained.  Participants  in  the  ERP  had 
20  million  more  people  than  in  1939;  standards  of  living  were  lower  than 
in  the  depression  decade,  but  psychologically  at  least,  that  was  balanced 
by  the  disappearance  of  unemployment,  except  in  Italy  and  western 
Germany.  Anticipated  declines  in  raw  material  costs  did  not  materialize. 
As  a  result,  most  European  currencies  were  devalued  in  the  summer  of 
1949.  That  this  was  accomplished  without  major  industrial  unrest  testified 
to  the  social  stability  which  the  EKP  had  promoted. 
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Nevertheless,  devaluation  proved  no  panacea,  for  while  European 
exports  increased,  those  exports  did  not  move  measurably  into  United 
States  markets  where  dollars  could  be  earned.  Atlantic  Europe  had  a 
twin  task  of  enormous  difficulty:  against  nationalist  pressures  and  local 
interests,  it  must  strive  to  sell  in  United  States  markets  and  to  create  a 
wider  market  within  itself.  Certain  promising  steps  toward  economic 
unification  had  been  taken.  In  1944,  Belgium,  the  Netherlands,  and 
Luxembourg  drafted  their  Benelux  plan  for  economic  unity.  In  March, 
1947,  that  began  to  become  a  reality:  Benelux  adopted  a  common  tariff 
in  1949  and  standard  excise  taxes  in  1950,  In  1948,  Franco-Italian  discus- 
sions led  to  an  agreement  for  a  customs  union  and  checks  upon  import 
quotas,  but  the  draft  treaty  had  not  been  ratified  by  1952.  Britain  and 
the  Scandinavian  countries  did  conclude  a  convention  to  ease  exchange 
controls  and  facilitate  payments  among  themselves.  France  had  proposed 
—in  the  Schuman  Plan— and  continental  Europe  had  accepted  the  pooling 
of  coal  and  steel  in  western  Europe.  In  1951  the  governments  of  the 
Benelux  countries,  France,  Italy,  and  western  Germany  signed  an  agree- 
ment which  was  to  establish  a  free  market  in  these  two  great  resources. 
This  was  a  first  great  step  in  the  direction  of  a  western  European  union 
of  which  so  many  Europeans  had  dreamed.  And  by  the  end  of  1950, 
Marshall  Plan  beneficiaries  had  freed  50  per  cent  of  their  imports  from 
quota  restrictions  and  the  OEEC  had  created  a  European  Payments 
Union  to  promote  transfer  of  international  balances  on  a  multilateral 
basis. 

In  the  long  run,  the  solvency  of  Atlantic  Europe  appeared  a  function 
of  its  ability  either  to  penetrate  the  United  States  home  market  or  to 
compete  effectively  in  areas  where  America  had  an  export  deficit.  That 
required  not  merely  higher  European  productivity,  but  United  States 
action  to  modernize  its  customs  regulations,  lower  tariff  rates,  and 
encourage  European  competition  in  Western  Hemisphere  markets.  The 
United  States  had  taken  the  lead  in  efforts  to  free  international  trade 
through  the  United  Nations  International  Trade  Organization.  The  objec- 
tives of  the  ITO  were  to  eliminate  discriminatory  practices,  promote  the 
flow  of  capital  for  investment,  and  reduce  trade  barriers.  The  principal 
trading  nations  followed  a  preliminary  conference  at  London  in  1946 
with  a  meeting  at  Geneva,  April-August,  1947.  The  Geneva  conference 
produced  a  charter  incorporating  the  principles  for  which  American  dele- 
gates had  contended:  equal  access  to  markets,  elimination  of  import 
quotas,  checks  upon  cartel  practices,  trade  on  the  most-favored-nation 
basis,  and  protection  for  foreign  investors.  The  following  year,  56  nations 
met  at  Havana  to  consider  the  Geneva  draft  charter.  Here,  the  less  de- 
veloped economies  won  the  right  to  use  tariffs,  quotas,  and  other  restric- 
tive devices  as  a  means  of  promoting  industrialization,  but  only  on  a 
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provisional  basis  and  with  ITO  supervision,  Britain,  Canada,  and  South 
Africa  pledged  themselves  to  free  each  other  of  obligations  under  the 
Ottawa  preference  agreements  of  1931  and  so  make  tariff  concessions  to 
countries  outside  the  British  Empire  without  parallel  differentials  in  favor 
of  Empire  exports.  By  March,  1949,  23  major  countries  were  applying  the 
tariff  concessions  of  the  Geneva  agreement  on  at  least  a  provisional 
basis.  The  United  States  extended  the  tariff  concessions  embodied  to  the 
Torquay  agreements  of  the  following  year;  in  1951,  too,  the  Reciprocal 
Trade  Agreements  Act  was  extended  to  1953.  Nevertheless,  the  United 
States  Senate  had  not  ratified  the  ITO  charter  by  the  end  of  1951. 
Although  numerous  American  business  spokesmen  supported  greater 
freedom  of  international  trade,  the  tradition  of  protectionism-estab- 
lished when  we  were  a  young  industrial  nation-still  had  its  advocates. 

By  the  end  of  1951,  although  Britain  declared  itself  able  to  forego 
Marshall  Plan  aid,  the  economy  of  Atlantic  Europe  still  depended  largely 
on  United  States  grants  and  loans,  which  would  reach  a  total  of  $49  bil- 
lion for  the  period  1945-51,  if  military  assistance  be  included,  Plans  for 
making  that  economy  self-sustaining  by  1952  were  closely  linked  with  the 
size  of  United  States  national  income  and  the  stabilization  of  American 
economic  life.  On  the  other  hand,  by  December,  1949,  EGA  buying 
accounted  for  $4.2  of  the  $15.8  billion  in  United  States  exports:  EGA 
purchases  accounted  for  50  per  cent  or  more  of  the  cotton,  tobacco,  and 
coarse  grain  shipped  abroad;  and  for  25  per  cent  or  more  of  United 
States  exports  of  lumber,  nonferrous  metals,  plane  engines,  breadstuffs, 
and  fats  and  oils. 

Difficult  as  the  situation  was,  its  problems  were  both  intensified  and 
eased  by  political  tensions.  Insofar  as  European  economies  were 
diverted  from  reconstruction  to  armament,  their  long-range  position  be- 
came more  difficult.  Insofar  as  unity  and  continued  United  States  aid 
were  concerned,  their  situation  became  easier.  For  political  pressure 
might  increase  awareness  of  economic  reality.  Furthermore,  United  States 
military  aid  programs  would  undoubtedly  include  a  minimum  of  produc- 
tive assistance  to  forestall  extremes  of  social  dissatisfaction.  Ironically 
enough,  Russian  alarms  and  excursions  and  pressures  on  the  peripheries 
had  the  reverse  of  anticipated  effects:  Communist  menace  lessened  in 
France,  Italy,  Greece,  and  western  Germany;  and  the  need  for  creating 
defense  economies  gave  further  spur  to  increasing  productivity  and  the 
national  incomes.  Atlantic  Europe,  as  it  armed,  became  bound  in  common 
political  purposes. 
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DISSIPATION  OF  ONE  WORLD,  1945-47 

As  has  been  noted,  postwar  economic  reconstruction  was  linked  to  the 
postwar  international  political  situation.  That  situation  was  shaped  by 
material  changes  in  the  balance  of  international  power.  The  nations  of 
Continental  Europe  had  reduced  themselves  to  secondary  rank.  The  chief 
Asiatic  power  had  been  conquered;  the  potential  Asiatic  powers  had 
not  yet  emerged  to  full  influence.  The  British  Empire  had  been  seriously 
weakened  through  loss  of  dependencies  like  India  and  through  financial 
depletion  of  its  metropolis,  the  United  Kingdom.  Two  powers  remained: 
the  United  States,  by  far  strongest  in  resources  and  productivity,  and  the 
Soviet  Union.  Insofar  as  the  two  could  live  in  peace,  the  world  would 
have  peace.  Both  powers  were  dynamic:  the  United  States  equipped  for 
peaceable  leadership  through  use  of  economic  strength;  the  Soviet  Union 
equipped  with  a  driving  faith  and  able  to  attack  politically  and  psycho- 
logically at  each  point  where  dearth  and  misery  continued  to  exist.  In  a 
world  where  Western  imperialism  was  retiring,  Communist  imperialism- 
by  direct  absorption  and  by  the  creation  of  satellite  powers-was  expand- 
ing. The  slave  to  its  own  dialectic,  Russia  regarded  all  non-Communist 
nations  as  enemies  and  all  capitalist  countries  as  doomed.  Hence,  Russia 
sought  to  ward  itself  by  setting  buffer  states  along  its  borders  and  by 
seeking  to  extend  its  influence  in  areas  farther  removed.  The  United 
States,  which  was  one  of  the  few  nations  still  practicing  a  free  market 
economy,  increasingly  began  to  express  concern  over  the  extension  of 
Communist  influence.  American  policy,  in  the  beginning,  was  based  on 
negotiations  and  not  war;  to  bargain  and  compromise  with  the  Soviet 
Union  until  the  normal  economic  processes  of  rehabilitation  and  revival 
could  free  countries  from  internal  pressures.  This  was  the  basis  of  policy 
in  these  five  issues  which,  between  1945  and  1947,  involved  America 
with  the  Soviet  Union.  On  some,  America  met  with  failure;  on  others, 
with  success.  The  issues  were  these:  treaties  with  the  Axis  satellites, 
Hungary,  Rumania,  and  Bulgaria;  the  Russo-Iranian  dispute;  the  prob- 
lems of  Italy  and  Greece;  the  future  of  Germany;  and  the  control  of 
atomic  energy. 

1.  On  the  problem  of  peace  treaties,  certain  decisions  were  taken 
which  were  sharply  in  contrast  with  World  War  I  procedures.  Instead  of 
arrangements  being  made  exclusively  by  the  victorious  and  Great  Powers, 
the  vanquished  nations  were  given  a  hearing  and  the  smaller  countries 
were  allowed  a  free  voice  at  plenary  sessions.  And  unlike  1919  practice, 
treaty  drafts  were  published  and  commission  proceedings  as  well  as 
plenary  sessions  were  opened  to  the  press.  Treaties  with  the  Axis  satel- 
lites and  with  Italy  were  to  be  disposed  of  before  attack  was  made  on 
the  more  tangled  issues  presented  by  Germany  and  Austria.  The  treaties 
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with  the  Axis  satellites  provided  for  certain  boundary  rearrangements 
and  territorial  cessions,  for  reparations  to  Russia,  and  for  protection  of 
civil  liberties.  Although  Russian  troop  contingents  might  remain  to  guard 
supply  lines  into  Austria— which,  like  Germany  was  divided  into  zones 
of  occupation— all  troops  were  to  be  withdrawn  within  90  days  after 
ratification  of  the  treaties.  Six  months  afterward,  an  international  con- 
ference would  discuss  problems  associated  with  Danubian  navigation. 
The  satellite  treaties  were  ratified  in  September,  1947.  The  following 
summer,  at  the  Danubian  conference,  United  States  efforts  to  put  the 
Danube  under  international  control  were  defeated;  the  river  would  be 
controlled  by  the  countries  along  its  banks,  Russia  and  its  satellites.  For, 
by  1947,  Russian  support  of  local  Communist  parties  in  Rumania,  Bul- 
garia, and  Hungary  had  forced  out  of  power  both  representatives  of  the 
fascist  prewar  regimes  and  of  the  local  peasant  parties  as  well. 

2.  The  Russo-Iranian  dispute  reached  settlement  within  the  UN.  At 
Teheran,  Russia,  Britain,  and  the  United  States  had  agreed  that  at  the 
close  of  the  European  war  they  would  withdraw  the  troops  stationed 
in  Iran  to  protect  supply  lines  through  the  Middle  East  and  into  Russia 
itself.  By  1946,  Russian  troops  still  were  not  withdrawn.  Iran  protested  in 
the  UN,  Much  acrimonious  debate  followed,  but  finally,  early  in  1947, 
Russia  withdrew  its  forces.  Thereafter,  a  covert  struggle  for  influence 
over  Iran  balanced  the  proximity  of  Russian  power  with  loans  and  techni- 
cal advice  from  the  United  States. 

3.  By  1945,  Italy  had  been  two  years  a  battleground  and  twenty  years 
under  fascist  rule.  Consequently,  political  and  economic  disorganization 
multiplied  the  effects  of  war.  A  measure  of  political  settlement  was 
achieved  when  a  popular  election  ousted  the  House  of  Savoy  and  made 
Italy  a  republic.  In  1947,  Britain,  the  United  States,  and  Russia  concluded 
a  peace  treaty  with  Italy  which  the  Senate  ratified  in  1948.  By  its  terms, 
reparations  demands  were  reduced  and  made  payable  over  an  eight- 
year  period.  Russia  further  agreed  that  the  $100  million  which  it  was  to 
receive  in  commodities  would  be  delivered  in  such  a  fashion  as  not  to 
"interfere  with  Italian  reconstruction";  in  effect,  therefore,  only  minor 
payments  would  be  made.  Trieste— which  Yugoslavia  claimed  on  grounds 
of  necessity  and  nationality,  since  the  population  of  the  immediate  hinter- 
land was  Yugoslav  although  the  city  itself  was  peopled  by  Italians— was 
made  into  a  Free  Territory.  Its  governor,  who  was  given  most  of  the 
executive  and  legislative  powers,  was  made  responsible  to  the  UN  rather 
than  to  the  local  legislature  which  would  be  dominated  by  the  Yugoslavs. 
Since  the  UN  Security  Council  failed  to  agree  upon  a  candidate  accept- 
able to  both  the  Atlantic  Allies  and  Russia,  France,  Britain,  and  the 
United  States  declared  themselves  ready  to  return  Trieste  to  Italy  in 
1948.  Russia  also  became  willing  to  use  Trieste  for  bargaining  since 
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Marshal  Tito  of  Yugoslavia  showed  himself  restive  under  Russian  control 
after  1948;  nevertheless,  by  1952,  the  area  still  remained  under  divided 
rule,  part  governed  by  Yugoslavia,  part  by  the  Atlantic  Allies.  The  Italian 
peace  treaty  did  not  dispose  of  Italy's  former  colonies,  but  left  those 
under  British  administration.  When  Britain  and  the  United  States  pro- 
posed that  Libya  and  Cyrenaica  be  returned  to  Italian  rule,  the  local 
Arab  population  rioted  so  effectively  that,  in  1950,  it  was  decided  to  put 
those  territories  under  UN  jurisdiction  in  preparation  for  independence; 
Eritrea  was  divided  between  Ethiopia  and  Britain;  Libya  became  inde- 
pendent in  1952. 

Italy  had  chosen  its  form  of  government  and  achieved  a  definitive 
peace.  Although  Russia  refused  to  assent  to  Italian  membership  in  the 
UN,  the  Atlantic  Allies  accepted  Italy  in  their  ranks.  Economic  stabiliza- 
tion was  another^  matter.  In  that,  and  in  stabilizing  the  Italian  govern- 
ment, the  United  States  lent  material  aid.  Marshall  Plan  shipments 
helped  restore  Italian  industry  and  American  technical  advice  sought  to 
further  improve  agricultural  practice.  In  the  crucial  election  of  April, 
1949,  United  States  economic  aid  and  support  for  a  campaign  of  letters 
by  Italian  emigrants  helped  defeat  Communist  candidates.  Stern  action 
against  incipient  violence  further  strengthened  the  position  of  the  Italian 
government.  But  fundamental  reforms  were  needed  and  toward  their 
achievement  Italy  was  beginning  to  move,  albeit  slowly.  Land  reforms 
were  being  discussed;  industry  was  being  modernized;  and  Italy  was 
seeking  an  economic  understanding  with  its  neighbors  and  a  place  in  the 
Western  European  economic  arrangements.  It  was  still  struggling,  how- 
ever, with  unemployment  and  a  large  birthrate.  But  the  immediate  threat 
of  Communist  overthrow  had  been  stayed. 

Prewar  Greece  had  a  semifascist  government,  but  that  was  not  strong 
enough  to  force  the  Greek  people  to  submit  to  Italian  attack  in  1941, 
So  gallant  and  so  successful  was  Greek  resistance  that  the  Germans  were 
compelled  to  rescue  their  Axis  partners.  During  the  struggle  which  fol- 
lowed, the  British,  although  defeated,  evacuated  a  sizable  army  of  their 
Greek  allies  to  Egypt.  There,  serious  dissensions  developed  and  reached 
the  stage  of  mutiny,  foreshadowing  postwar  conflict.  A  plebiscite  in  1945 
restored  the  Greek  monarchy  but  could  not  restore  order.  Since  Greece 
was  strategically  placed  in  the  Mediterranean,  Britain  could  not  permit 
a  pro-Russian  faction  to  win  power.  Before  victory  in  Europe,  Prime 
Minister  Churchill  had  proposed  that  Russia  take  Bulgaria  and  Rumania 
into  its  sphere  of  influence  while  Britain  kept  Greece  and  Yugoslavia 
under  its  wing.  President  Roosevelt  opposed  the  plan,  and  it  was  dropped, 
although  later  events  indicate  its  objectives  were  not  entirely  aban- 
doned. 

British  support  of  the  Greek  monarchy  in  1945-46  exhausted  its  avail- 
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able  resources  but  did  not  achieve  a  settlement  in  Greece.  In  1947,  the 
United  States  took  over  the  task  Britain  had  relinquished.  Conflict  within 
Greece  continued  and  gave  rise  to  prolonged  and  acrimonious  debate  in 
the  UN.  In  May,  1947,  a  UN  inquiry  declared  Yugoslavia,  Albania,  and 
Bulgaria  guilty  of  supporting  the  Greek  guerrillas  fighting  their  govern- 
ment. In  the  Security  Council,  Russia  supported  Yugoslavia's  conclusion 
that  not  outside  interference  but  the  character  of  the  Greek  government 
kept  the  rebellion  alive.  After  the  Security  Council  turned  the  Greek 
problem  over  to  the  General  Assembly  in  September,  1947,  the  UN 
established  a  permanent  commission  to  keep  watch  over  the  border 
between  Greece  and  her  neighbors.  In  November,  1948,  the  General 
Assembly  ordered  Albania,  Yugoslavia,  and  Bulgaria  to  cease  aiding  the 
Greek  guerrillas;  the  following  year,  that  aid  was  declared  a  threat  to 
the  peace.  By  1949-50,  Yugoslavia  had  quarreled  with  its  former  allies 
in  the  Soviet  sphere  and  Yugoslav  help  to  the  Greek  rebels  diminished. 
At  the  same  time,  United  States  measures  became  more  effective.  The 
Greek  army  defeated  the  guerrillas;  order  was  restored;  and  EGA  admin- 
istrators could  bring  pressure  on  the  Greek  government  for  better  use 
of  American  economic  assistance.  Rehabilitation  and  internal  reforms 
began  to  appear  and  to  promise  domestic  stability:  and  Greece  was 
another  brand  plucked  from  the  burning. 

4.  Of  the  European  problems  dividing  the  great  powers,  the  future  of 
Germany  was  most  serious:  for  not  only  had  Germany  been  the  economic 
focus  of  the  Continent  before  World  War  II  but  there  was  no  reason  to 
believe  that  its  nationalist  ambitions  had  been  altered  by  defeat,  War- 
time agreements  pledged  the  powers  to  treat  occupied  Germany  as  an 
economic  unit,  to  secure  reparations  for  invaded  and  injured  nations, 
and  to  transform  the  German  economy  from  a  base  of  cartelized  heavy 
industry  readily  convertible  to  war  use  to  one  of  peaceful  industrial  and 
agricultural  development.  After  Potsdam,  the  United  States  insisted  that 
economic  unification  precede  reparations  deliveries.  Russia  did  not  assent; 
but  deliveries  were  halted.  In  July,  1946,  the  United  States  offered  to 
join  its  occupation  area  with  that  of  any  other  power.  That  fall,  Secretary 
of  State  Byrnes  offered  a  treaty  guaranteeing  demilitarization  of  Ger- 
many. Furthermore,  if  general  economic  unification  were  not  achieved 
so  that  the  industrial  western  portion  might  trade  freely  with  the  farming 
areas  under  Russian  control,  the  United  States  would  urge  larger  German 
exports  and  greater  German  production  of  coal  and  steel.  In  December, 
1946,  the  United  States  and  Britain  combined  their  occupation  zones. 
During  the  following  summer,  General  George  C.  Marshall,  now  Secretary 
of  State,  declared  that  his  country  would  not  allow  reparations  to  increase 
its  occupation  costs  in  Germany.  On  that  issue,  the  Foreign  Ministers 
Council  adjourned  sine  die  in  December,  1947, 
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Thereafter,  latent  conflict  became  ever  more  open.  In  February,  1948, 
France,  Belgium,  Luxembourg,  and  the  Netherlands  joined  Britain  and 
the  United  States  in  unifying  the  western  portion  of  occupied  Germany. 
Although  this  embraced  two-thirds  of  German  population  and  industry, 
a  third  of  its  normal  trade  was  gone.  For,  in  an  endeavor  to  prevent 
Russia  from  strengthening  its  industrial  potential  for  war,  the  United 
States  and  the  nations  in  the  Marshall  Plan  orbit  imposed  progressively 
more  stringent  export  controls.  Thus,  Germany  had  to  be  fed  at  American 
expense  or  to  compete  in  markets  desired  by  the  Atlantic  Allies.  Never- 
theless, the  latter  were  sufficiently  successful  in  restoring  the  German 
economy  to  evoke  a  startling  Russian  countermove. 

At  the  end  of  June,  1948,  the  Russians  blocked  surface  traffic  between 
western  Germany  and  Berlin,  which  was  under  joint  occupation  by  the 
four  powers.  The  United  States  and  Britain  met  the  effort  to  starve  Berlin 
by  bringing  in  supplies  by  air.  The  move  was  costly  but  extraordinarily 
successful,  technologically  and  politically.  By  September,  1948,  United 
States  planes  were  delivering  4,000  tons  of  supplies  to  Berlin  each  day. 
The  Atlantic  Allies  remained  in  the  city.  Their  prestige  increased;  their 
confidence  in  a  firm  policy  swelled.  In  April,  1949,  after  formal  UN  action 
proved  futile,  conversations  between  United  States  delegate  Philip  Jessup 
and  Soviet  delegate  Jacob  Malik  ended  the  blockade  although  their  effort 
to  deal  with  the  problem  of  Germany  as  a  whole  was  futile. 

The  Atlantic  Allies  followed  through  with  their  German  policy  of 
economic  restoration,  international  control  of  the  Ruhr  industries,  and  a 
progressively  less  severe  occupation.  In  May,  1949,  the  western  occupa- 
tion zone  was  transformed  into  an  autonomous  federal  republic  with  its 
capital  at  Bonn.  The  constitution  of  the  Bonn  Republic  was  democratic  in 
form;  its  parliament  ruled  through  a  right-of-center  coalition  cabinet 
dominated  by  the  Catholic  Christian  Democratic  Party.  The  Russian  zone 
of  Germany  was  governed  by  a  Communist-dominated  regime.  In  their 
jockeying  for  power,  the  United  States  and  Russia  each  sought  to  make 
German  manpower  and  industrial  capacity  count  on  its  side.  Western 
Germany  became  party  to  the  Schuman  plan  for  creating  a  single  pool  of 
coal  and  steel  resources.  The  Russians,  on  their  part,  armed  their  German 
police  force  and  sought  to  industrialize  eastern  Germany.  And,  during 
1950  and  1951,  the  Atlantic  powers  proposed  including  large  German 
units  in  a  European  army.  Thus,  without  benefit  of  peace  treaty-although 
on  October  18,  1951,  the  United  States  Senate  adopted  a  joint  resolution 
ending  the  state  of  war  with  Germany-a  divided  Germany  re-entered 
the  family  of  nations;  but  unity  was  not  to  be  achieved  unless  either 
Atlantic  Europe  or  the  Soviet  nations  gave  way.  On  May  26,  1952,  the 
United  States,  Britain,  and  France  concluded  an  agreement  with  the 
Bonn  Republic  which  freed  it  from  occupation  restrictions.  Thus,  stale- 
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mate  was  regularized;  a  portion  of  Germany  at  least  had  become  part  of 
western  Europe  once  more. 

5.  Important  both  as  symptom  and  symbol  of  the  two  powers'  inability 
to  achieve  agreement  was  their  failure  to  conclude  arrangements  for 
international  control  of  atomic  energy  and  atomic  weapons.  In  1945,  the 
United  States  alone  had  applied  atomic  fission  to  military  purposes.  Until 
an  international  system  of  control  should  be  established,  the  United  States 
intended  both  to  keep  its  advantage  in  knowledge  and  to  increase  its  store 
of  atomic  weapons.  Accordingly,  the  United  States  proposed  that  the  UN 
create  an  International  Atomic  Development  Authority  with  exclusive 
authority  to  inspect,  operate,  control,  or  license  their  production  or  pos- 
session. When  the  Authority  had  attained  effective  existence,  the  United 
States  would  turn  over  its  information  and  its  atomic  weapons.  Russia, 
on  the  other  hand,  proposed  to  proceed  by  treaty:  all  nations  should 
agree  not  to  use  atomic  weapons  in  warfare;  present  stocks  of  weapons 
should  be  destroyed,  then  conventions  for  international  control  should  be 
concluded. 

Between  January,  1947,  when  the  UN  General  Assembly  set  up  its 
Atomic  Energy  Commission,  and  May,  1948,  when  the  Commission 
adjourned  sine  die,  discussions  continued  to  no  purpose.  The  United 
States,  with  Britain,  France,  Canada,  and  China,  insisted  that  inter- 
national control  precede  destruction  of  atomic  weapons.  The  UN  Assem- 
bly, by  a  vote  of  40-6,  agreed.  Russia  contended  that  the  American  plan 
for  atomic  energy  control  violated  national  sovereignty;  in  fine,  it  did  not 
intend  to  permit  representatives  free  entry  and  inspection  over  any  atomic 
installations  it  might  develop. 

At  the  request  of  the  smaller  nations,  the  UN  Atomic  Energy  Commis- 
sion resumed  discussions  on  February  19,  1949.  In  July,  these  were  sus- 
pended again,  for  the  parties  were  no  nearer  agreement.  Meanwhile, 
what  had  been  a  potential  atomic  armaments  race  became  actual,  for  in 
1949  it  was  reported  that  Russia  had  succeeded  in  applying  atomic  fission. 
In  considerable  part,  Russia  was  able  to  achieve  swift  production  of  the 
atomic  bomb  as  a  result  of  the  successes  of  a  spy  ring—made  up  of 
Canadians,  Americans,  and  naturalized  British—which  secured  Ameri- 
can and  British  secrets  and  delivered  plans  to  Soviet  agents.  More  than 
ever,  it  was  evident  that  to  maintain  effective  peace  each  party  must  show 
a  readiness  to  make  concessions  uncommon  in  struggles  for  power;  or 
must  act  to  create  a  balance  so  nearly  equal  that  war  would  only  end  in 
the  complete  annihilation  of  both  contending  forces.  And  that  also  meant 
the  destruction  of  Western  civilization. 
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"IN  TIME  OF  PEACE  PREPARE  FOR  WAR" 

By  1947,  since  efforts  at  negotiation  and  conciliation  did  not  seem  to 
convince  the  Russians  of  our  peaceful  intentions,  the  United  States  com- 
mitted itself  to  a  second  line  of  policy.  It  proceeded  to  strengthen  its  ties 
with  Latin  America,  to  "contain  Communism"  in  Europe,  to  rearm  and 
conclude  armed  alliances,  and  to  attempt  to  preserve  the  status  quo 
through  the  UN.  Whatever  the  costs  of  that  policy,  the  United  States 
declared  itself  willing  to  pay.  But  full-scale  war  it  would  avoid  if  humanly 
possible. 

1.  While  the  shooting  phase  of  World  War  II  was  still  in  progress,  the 
United  States  acted  to  translate  into  more  formal  terms  the  steps  toward 
joint  action  with  Latin  America  which  had  been  a  significant  aspect  of 
diplomatic  policy  since  1939.  Between  February  21  and  March  8,  1945, 
the  Inter-American  Conference  on  Problems  of  War  and  Peace  met  at 
Mexico  City.  The  fruit  of  its  deliberations  was  the  Act  of  Chapultepec. 
This  reiterated  previously  accepted  principles  of  international  conduct: 
nonrecognition  of  territorial  acquisitions  made  by  force;  condemnation 
of  intervention;  recognition  that  war  or  danger  of  war  affected  all  civiliza- 
tion as  well  as  the  parties  immediately  involved;  mutual  consultation  if 
threats  to  peace,  security,  or  territorial  integrity  were  suspected  or 
imminent. 

Two  years  later,  in  1947,  the  principles  of  Chapultepec  were  translated 
into  the  Inter-American  Treaty  of  Reciprocal  Assistance,  drafted  at 
Quintandinha,  Brazil,  between  August  15  and  September  2,  and  ratified 
by  the  United  States  Senate  on  December  8,  by  a  vote  of  724.  The 
treaty's  provisions  were  to  apply  from  Pole  to  Pole  and  from  50°  west 
longitude  to  170°  east  longitude.  In  the  event  of  disputes  among  Ameri- 
can states,  an  effort  at  settlement  within  the  pan-American  orbit  should 
be  exhausted  first  before  recourse  to  the  UN  was  had.  Since  armed  attack 
against  one  American  state  was  an  attack  against  them  all,  they  engaged 
to  consult  and  to  lend  mutual  aid.  They  also  engaged  to  consult  if  the 
territory  of  an  American  state  were  affected  "by  any  other  fact  or  situa- 
tion that  might  endanger  the  peace  of  America."  Machinery  of  consulta- 
tion might  be  ad  hoc  meetings  of  foreign  ministers  or  the  Governing 
Board  of  the  Pan-American  Union.  In  either  case,  choice  of  joint  action 
would  be  by  a  two-thirds  vote  and  might  include  severance  of  diplo- 
matic relations,  of  commercial  relations  or  communications  by  post  or 
radio,  and  use  of  force. 

In  March  and  May,  1948,  at  Bogota,  Colombia,  the  American  states 
held  another  conference,  whose  sittings  were  interrupted  by  the  outbreak 
of  insurrection.  Nevertheless,  the  Bogota  conferees  adopted  several  decla- 
rations. One,  on  the  Rights  and  Duties  of  Man,  put  among  the  latter 
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the  obligation  to  refrain  from  political  activities  in  foreign  countries  and 
"to  preserve,  practice,  and  foster  culture/'  including  its  "noblest  flower- 
ing," "morality  and  good  manners."  On  May  21,  the  Conference  declared 
communism  incompatible  with  American  freedom  and  agreed  to  ex- 
change information  and  adopt  measures  to  check  activities  of  foreign 
governments  intended  to  foment  disorder.  The  Conference  also  declared 
that  since  continuity  of  inter-American  diplomatic  relations  was  desir- 
able, governments  should  not  use  diplomatic  recognition  as  a  lever  to 
alter  other  nations'  policies.  The  elaborate  Economic  Agreement  drafted 
at  Bogota  remained  merely  a  draft  in  1950-51,  but  it  signified  an  under- 
standing in  principle  which  might  further  technological  development  and 
productive  investment.  Carrying  through  the  policies  of  1945  and  1947, 
on  October  30,  1948,  the  American  republics  set  up  a  formal  Organiza- 
tion of  American  States,  with  the  Pan-American  Union  for  permanent 
secretariat,  as  a  regional  agreement  under  the  UN.  In  March  and  April, 
1951,  a  two-week  conference  among  foreign  ministers  of  the  Western 
Hemisphere  countries  produced  agreement  to  hold  a  portion  of  their 
armies  for  hemisphere  defense.  The  United  States  pledged  $80  million 
worth  of  arms  to  countries  co-operating  in  that  plan.  It  also  promised  to 
aid  efforts  at  checking  inflation  in  Latin  America.  By  April,  1952,  the 
United  States  had  mutual  military  aid  agreements  with  Brazil,  Chile, 
Cuba,  Peru,  Colombia,  and  Ecuador. 

Thus,  there  could  be  no  question  that  the  climate  had  changed;  Latin 
Americans  were  realizing  that  consultation  and  not  dictation  was  at  the 
basis  of  United  States  policy.  More  and  more  Latin  Americans  were  com- 
ing to  study  at  United  States  universities;  more  and  more  Americans 
were  becoming  familiar  with  the  habits  and  ways  of  life  of  their  neighbors 
to  the  south.  Joint  action  was  more  than  political:  it  was  also  spreading 
into  industrial  and  commercial  relations  and  educational  and  cultural 
exchanges.  The  Western  Hemisphere  promised  to  present  a  bastion 
against  hostile  infiltration  or  attack. 

2.  When  Winston  Churchill,  in  a  speech  at  Fulton,  Missouri,  suggested 
a  permanent  Anglo-American  alliance  against  Russian  expansion,  many 
American  legislators  were  cool  or  indifferent.  By  March,  1947,  when  the 
"Truman  Doctrine"  was  enunciated,  conflict  between  the  United  States 
and  Russia  had  become  so  acute  that  the  Churchill  suggestion  could  be 
accepted  and  even  expanded.  Treaties  with  the  former  Axis  satellites  had 
been  concluded  and  the  United  States  had  won  its  way  in  most  points 
in  the  Italian  treaty;  but  Russia  had  secured  control  of  the  satellites'  gov- 
ernments, and  these  were  being  accused  of  violating  treaty  obligations 
to  protect  civil  and  religious  liberty  as  well  as  of  failing  to  conduct  their 
elections  in  a  fair  and  democratic  manner.  A  pro-Russian  government  was 
taking  greater  power  in  Poland;  the  three  Baltic  "succession  states"  of 
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Esthonia,  Latvia,  and  Lithuania,  which  had  been  detached  from  Russia 
after  World  War  I  and  easily  conquered  by  Germany  in  World  War  II, 
were  annexed  to  Russia  once  again.  The  expanding  force  of  communism 
helped  spark  revolt  in  Greece  and  the  weight  of  Russian  power  imposed 
on  Turkey  a  heavy  financial  burden  of  armament. 

In  consequence,  on  March  12,  1947,  President  Truman,  now  fully 
alarmed,  asked  Congress  for  an  appropriation  of  $400  million  to  finance 
Turkish  police  and  armed  forces  and  to  strengthen  the  forces  for  order 
in  Greece.  The  objective,  the  President  declared,  was  to  "contain  com- 
munism"; Russian  expansion,  by  aggression  or  through  the  Commform 
which  directed  local  Communist  groups  to  follow  the  lead  of  the  Kremlin, 
was  threatening  the  security  of  the  free  world.  Containment  meant  help 
to  countries  under  attack;  it  also  meant— ultimately— the  building  up  of 
a  defensive  force  in  Europe  to  check  military  attack. 

3.  During  the  period  1948-52,  relations  between  the  United  States  and 
Russia  did  not  improve.  The  UN  itself  became  a  forum  for  the  expression 
of  their  disagreements  rather  than  a  means  of  easing  them.  In  such 
important  projects  as  the  Truman  Doctrine  and  Marshall  Plan,  the  United 
States  acted  outside  the  UN  framework,  for  Russian  hostility  was  evident. 
To  be  sure,  the  UN  did  succeed  in  settling  certain  disputes:  the  Nether- 
lands-Indonesian struggle  over  independence  for  the  archipelago— which 
was  finally  conceded  in  1949,  after  considerable  United  States  pressure; 
and  the  war  of  the  Arab  states  against  the  UN  decision  to  partition 
Palestine  and  allow  establishment  of  the  Jewish  state  of  Israel.  Other 
aspects  of  the  operations  of  the  UN  exacerbated  ill-feeling  between  the 
two  powers.  Thus,  Russia  refused  to  vote  for  admission  of  Italy,  Eire, 
and  Ceylon  to  the  UN  unless  the  former  Axis  satellites  and  Mongolia 
were  also  admitted.  Russia  used  its  veto  in  the  Security  Council  freely, 
even  to  prevent  discussion.  However,  the  United  States  suggested  and 
secured  the  adoption  of  a  number  of  innovations  in  UN  "constitutional 
practice/7  among  them  the  following:  the  organization,  in  1947,  of  a 
permanent  Interim  Committee  of  the  General  Assembly  to  sit  between 
sessions  and  consider  questions  referred  to  it;  the  Interim  Committee  was 
to  examine  matters  on  the  agenda  of  the  next  full  session;  and  it  was  to 
recommend  special  sessions  of  the  Assembly  to  the  Secretary  General. 
Although  issues  before  the  Security  Council  were  not  to  come  before  the 
Interim  Committee,  Russia  protested  its  formation  as  an  illegal  device 
for  bypassing  the  Security  Council  and  reducing  its  influence  as  a  UN 
organ. 

Russia,  meanwhile,  continued  its  efforts  to  extend  its  influence  in 
Europe.  The  fall  of  Czechoslovakia,  in  February,  1948,  to  the  Communists 
and  its  enrollment  as  a  satellite  power  sounded  the  alarm.  The  concept  of 
containment  now  required  positive  implementation.  In  January,  1948, 
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after  previous  meetings  at  Brussels,  Britain,  France,  the  Benelux  group, 
Italy,  Ireland,  Greece,  Turkey,  and  Denmark  had  set  up  a  Consultative 
Council  on  projects  for  European  union.  On  March  17,  these  powers 
signed  a  treaty  providing  for  mutual  assistance  if  any  signatory  were 
attacked  and  for  the  establishment  of  a  permanent  council  to  co-ordinate 
military  plans  and  policies.  In  July,  1948,  after  a  Senate  resolution  ap- 
proved United  States  participation  in  regional  security  agreements  and 
self-defense  arrangements  under  Article  51  of  the  UN  Charter,  the  State 
Department  began  conversations  with  Canada  and  the  Brussels  Pact 
nations.  In  December,  conversations  had  advanced  to  the  point  where 
treaty  negotiations  had  become  possible.  On  April  4,  1949,  the  North 
Atlantic  Treaty  was  signed  at  Washington. 

That  precedent-breaking  military  alliance  between  the  United  States 
and  a  group  of  European  powers  was  to  stand  for  twenty  years  although 
it  provided  for  revision  in  ten,  if  signatories  chose.  The  parties  to  the 
agreement  were  the  United  States,  Canada,  Britain,  France,  Portugal, 
Italy,  the  Benelux  group,  Norway,  Denmark,  and  Iceland.  By  its  terms, 
the  parties  agreed  that  an  attack  against  any  in  North  America  or  Europe 
would  be  considered  an  attack  upon  all.  If  any  believed  its  independence, 
territorial  integrity,  or  security  to  be  threatened,  it  might  call  the  others 
into  consultation.  The  signatories  also  agreed  to  set  up  a  council  to  work 
out  strategic  plans  for  resistance  to  attack  and  to  develop  a  joint  general 
staff. 

The  Senate  approved  the  North  Atlantic  Pact  on  July  21,  1949,  by  a 
vote  of  82-13.  Thereupon,  the  State  Department  requested  an  appropria- 
tion of  $1.45  billion  to  help  bear  the  costs  of  arming  the  Atlantic  Pact 
powers.  On  October  6,  1949,  after  much  debate,  Congress  appropriated 
$1.314  billion,  which  was  to  be  spent  only  after  the  European  signatories 
had  developed  an  integrated  defense  plan  approved  by  the  President  of 
the  United  States.  By  May,  1950,  the  military  committee  composed  of  the 
twelve  signatories'  chiefs  of  staff  was  well  on  the  way  to  becoming  the 
general  staff  of  an  Atlantic  army.  And  on  December  20,  1950,  General 
Dwight  D.  Eisenhower  was  named  commander-in-chief  of  the  Allied 
Powers  in  Europe.  Early  in  1951  he  proceeded  to  Paris  to  set  up  his 
headquarters. 

In  October,  1951,  Congress  appropriated  $7.48  billion  for  military  and 
economic  aid  to  such  nations  as  would  agree  to  co-operate  in  the  United 
States  over-all  defense  effort,  and  provided  that  expenditures  be  co- 
ordinated under  a  Mutual  Security  Administration.  By  1952,  the  North 
Atlantic  Treaty  Organization  was  a  going  concern  with  a  general  staff 
holding  regular  meetings  and  a  North  Atlantic  Council  discussing  policy 
issues  and  defense  plans  on  an  international  basis. 

Many  problems  remained  to  be  dealt  with  before  an  effective  defensive 
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force  of  43  divisions  could  be  assembled  by  1954.  In  anticipation  of  the 
peace  contract  of  May?  1952,  the  Bonn  Republic  was  given  something 
resembling  auxiliary  status  in  the  NATO,  with  the  obligation  to  con- 
tribute 12  divisions  to  a  European  defense  army.  This  unified  military 
force  was  to  be  set  up  under  the  auspices  of  a  European  Defense  Com- 
munity, which  France,  Italy,  Western  Germany,  and  the  Benelux  coun- 
tries sought  to  organize  by  the  treaty  of  May  27, 1952. 

Some  Europeans,  Frenchmen  particularly,  continued  to  feel  that  in  its 
stress  upon  the  need  for  German  divisions,  the  United  States  was  over- 
looking the  opportunities  for  renewed  militarism  and  for  political  black- 
mail which  that  emphasis  gave  to  even  a  truncated  Germany.  In  the 
United  States,  meanwhile,  dispute  swirled  on  the  issue  of  specific  Amer- 
ican contributions  to  NATO  land  forces  and  of  the  role  of  Congress  in 
such  arrangements.  Some  Republicans,  notably  former  President  Hoover 
and  Senator  Taft,  regarded  a  successful  defense  of  Europe  against  Rus- 
sian armies  as  more  than  problematical:  in  this  fashion,  isolationism  was 
raising  its  head  once  more.  On  the  other  hand,  many  Republicans  agreed 
with  the  Truman  administration  that  without  air  bases  and  the  great  iron 
and  steel  industries  of  western  Europe,  the  United  States  could  find  itself 
strategically  and  tactically  handicapped  and  all  but  without  allies  in  the 
event  of  war.  In  that  great  debate  of  1951,  Congress  made  its  voice  heard 
when  it  authorized  the  maintenance  of  6  divisions  in  Europe,  but  pro- 
vided that  the  President  seek  the  sense  of  the  Senate  before  dispatching 
larger  forces.  And  all  these  problems  of  American  leadership  in  the 
Atlantic  world  were  further  complicated  by  war  in  Korea. 

THE  KOREAN  WAR 

An  uneasy  balance  was  taking  shape  in  Europe.  But  the  situation  which 
was  developing  in  the  Far  East  had  the  peace  of  the  world  hanging  on 
a  hair.  By  1950,  struggles  for  power  in  Asia  centered  about  the  same 
Manchurian  area  which  had  prompted  United  States  participation  in  the 
diplomatic  maneuvering  of  the  century's  first  decade.  China  was  still  torn 
by  internal  dissension.  Japan  had  been  eliminated  from  the  jangling  con- 
cert of  powers  and  Britain's  voice  in  it  had  been  weakened.  In  its  stead 
stood  the  United  States  with  its  prime  interest  in  peace  and  stability  as  a 
necessary  preliminary  to  economic  development  and  political  progress. 
Russia,  on  its  part,  looked  to  the  strengthening  of  its  outlets  to  the  western 
Pacific;  and  by  the  terms  of  the  Yalta  agreement  of  1945  its  territorial 
position  was  almost  what  it  had  been  when  Japan  defeated  its  armies 
and  navy  in  1905.  At  Yalta,  in  return  for  Russian  entry  into  the  Pacific 
phase  of  the  war,  Britain  and  the  United  States  promised  to  bring  pressure 
upon  Chiang  Kai-Shek  to  make  the  following  concessions  to  Russia:  a 
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lease  on  Port  Arthur;  an  interest  in  Dairen;  and  joint  authority  with  the 
Chinese  over  the  Chinese  Eastern  and  South  Manchurian  Railroads. 
Although  the  Roosevelt  administration  has  been  criticized  for  excessive 
willingness  to  make  concessions  to  Russia  at  China's  expense,  even  hind- 
sight may  acknowledge  that  by  occupation  of  the  territory  concerned  or 
by  dealing  with  Japan,  Russia  might  have  secured  similar  concessions 
without  consent.  As  a  new  factor  in  the  Far  Eastern  situation,  by  1950, 
the  UN  stood  for  international  action  to  preserve  the  peace. 

The  territorial  objects  of  contention  which  developed  between  1945 
and  1950  were  Korea  and  Manchuria.  The  shape  of  that  contention 
became  armed  conflict. 

Before  considering  that  phase  of  the  conflict  which  began  on  June  25, 
1950,  it  is  useful  to  glance  back  on  the  internal  struggle  in  China.  Belief 
that  unity  in  China  was  dangerously  near  helped  prompt  Japanese  aggres- 
sion in  the  1930's.  Awareness  that  Chinese  unity  had  been  but  imperfectly 
achieved  made  the  governing  Kuomintang  regime  of  Chiang  Kai-Shek 
something  less  than  wholehearted  in  its  early  struggle  against  the  Jap- 
anese. Indeed,  Japanese  Foreign  Minister  Matsuoka,  in  a  memorandum 
of  conversations  at  the  German  Foreign  Office,  observed  on  March  21, 
1941,  that  Chiang  Kai-Shek  had  as  his  main  objective  eliminating  the 
Communist  armed  forces—for  these  were  a  challenge  to  the  power  of  his 
government—rather  than  the  Japanese  and  their  puppets,  who  had  merely 
deprived  it  of  territory.  During  World  War  II,  some  American  military 
advisers  shared  that  opinion.  In  November,  1945,  Patrick  J.  Hurley,  then 
ambassador  to  China,  resigned  and  charged  that  his  aids  were  sabotaging 
his  effort  to  support  the  government  of  Chiang  Kai-Shek.  In  any  case, 
there  was  no  doubt  that  an  undeclared  civil  war  raged  in  China. 

Nevertheless,  in  1945,  as  in  1944  and  1946,  the  United  States,  while 
recognizing  Chiang  Kai-Shek's  regime  as  the  legal  government  of  China, 
sought  to  help  that  nation  achieve  both  reform  and  unity  by  some  less 
painful  method  than  civil  war.  Under  American  prodding,  the  Chinese 
factions  held  numerous  conferences  but  to  no  purpose,  for  the  Chinese 
Communists  refused  to  give  up  their  arms  unless  they  were  given  ade- 
quate representation  in  a  new  national  government  and  the  Kuomintang 
Nationalists  refused  to  grant  such  representation  until  the  Communists 
had  laid  down  their  arms.  Since  neither  faction  had  any  real  reason  to 
trust  the  other,  discussion  ended  in  deadlock.  In  1945,  the  Communists 
attempted  to  block  Chiang's  forces  from  reaching  Manchuria,  a  maneuver 
which  the  Russians  were  charged  with  abetting.  The  United  States  trans- 
ported eleven  Chinese  armies  by  sea  and  air  to  Central  and  North  China, 
however,  and  it  also  trained  and  equipped  thirty-nine  divisions  for  the 
Nationalists.  But  the  truce  of  January,  1946,  was  soon  broken.  That 
August  the  Communists  declared  war  on  the  Nationalists,  In  November, 
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while  fighting  continued,  a  Chinese  National  Assembly  gathered  and 
drafted  a  complicated  constitution  based  on  universal  suffrage  and  demo- 
cratic local  institutions  safeguarded  by  a  bill  of  rights  which  might  be 
suspended  "to  avert  urgent  crisis,  maintain  social  order,  or  promote  public 
interest."  At  the  same  time,  the  United  States  concluded  a  new  commer- 
cial treaty  with  China. 

In  January,  1947,  however,  the  United  States  withdrew  direct  military 
support  from  the  Kuomintang  regime.  That  policy  was  soon  reversed 
when  the  United  States  decided  to  turn  over  large  quantities  of  arms  and 
ammunition.  Chiang's  forces  captured  the  Communist  capital  of  Yenan 
on  March  19,  1947,  but  this  was  only  a  fleeting  victory;  for  during  the 
subsequent  year  and  a  half,  the  Communists  drove  their  rivals  from 
stronghold  after  stronghold.  The  Communists  finally  succeeded  in  forcing 
the  Nationalists  to  Formosa,  which  Japan  had  been  compelled  to  return 
to  China.  By  1950,  some  European  powers,  notably  Britain  and  Russia, 
had  recognized  the  Peiping  government  headed  by  Mao  Tse-Tung  as  the 
de  facto  government  of  China.  The  United  States,  however,  refused  to 
follow  suit;  and  late  in  July,  when  war  broke  out  in  Korea,  it  posted  the 
Seventh  Fleet  to  prevent  Communist  assault  on  Formosa.  Conversely,  the 
United  States  secured  Nationalist  agreement  not  to  attack  in  support  of 
its  guerrilla  forces  on  the  mainland. 

Because  the  UN  Security  Council  continued  to  accept  a  delegate  repre- 
renting  Nationalist  China,  Russia  boycotted  UN  sessions  until  August, 
1950.  Meanwhile,  a  new  threat  to  the  status  quo  had  arisen,  not  in  Europe, 
this  time,  but  in  Korea.  Wartime  conferences  had  agreed  that  Korea 
should  be  free  and  independent.  After  the  conquest  of  Japan,  the  penin- 
sula was  occupied  in  the  north  by  Russian  and  in  the  south  by  American 
troops,  divided  by  the  38°  parallel  of  latitude.  In  1947,  the  United  States 
proposed  and  the  UN  General  Assembly  agreed  on  a  plan  for  a  temporary 
commission  on  Korea  to  supervise  elections  for  a  national  assembly  which 
was  to  draft  a  constitution  and  set  the  country  on  the  path  to  self-govern- 
ment. The  Russian  occupation  authorities  refused  to  allow  the  commission 
north  of  the  38th  parallel  The  commission  continued  work  south  of  that 
line.  When  a  Korean  republic  was  proclaimed  on  August  15, 1948,  it  was 
recognized  by  the  United  States  and  the  UN  as  the  legal  government 
of  the  entire  peninsula.  The  following  year,  after  the  UN  Korean  Com- 
mission reported  that  it  still  was  denied  access  to  the  northern  area,  the 
General  Assembly  ordered  it  to  continue  its  work  and  to  report  on 
developments  leading  to  possible  armed  conflict.  For,  although  both  the 
United  States  and  Russia  withdrew  their  own  troops,  each  left  a  Korean 
armed  force  behind.  Subsequently,  it  developed  that  the  North  Korean 
armies  were  larger  and  better  equipped.  Furthermore,  each  governing 
group  in  the  divided  peninsula  sought  to  unify  Korea  under  its  own  rule. 
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Conflict  became  overt  on  June  25,  1950.  The  North  Koreans  claimed 
that  South  Korean  troops  had  crossed  their  border  (an  assertion  not 
unlike  Hitler's  in  1939  when  he  charged  Poland  with  aggression)  and  they 
moved  over  the  38°  parallel  in  force.  Because  the  Security  Council  refused 
to  give  a  representative  of  the  Peiping  government  China's  seat  on  that 
body,  Russia  absented  itself  from  its  meetings.  Hence,  the  Council  took 
prompt  and  affirmative  action  on  a  United  States  resolution  declaring 
that  a  threat  to  the  peace  existed  in  Korea  and  ordering  the  North  Koreans 
to  retire.  On  June  27,  the  Council  authorized  the  use  of  arms  to  make 
that  order  effective.  Under  the  UN  Charter,  for  the  first  time,  Allied 
armies  were  being  employed  to  halt  aggression.  The  UN  force  which 
went  into  action  under  the  command  of  General  MacArthur  during  the 
summer  of  1950  was  composed  principally  of  United  States  forces.  Other 
UN  contingents-among  them  British,  Canadian,  Australian  and  other 
Commonwealth  forces,  Turkish  land  troops,  medical  services  from  Den- 
mark—joined the  struggle.  After  a  hard-fought  campaign  in  which  UN 
troops  were  driven  back  to  a  small  bridgehead,  reinforcements  were 
brought  up,  air  power  proved  effective,  an  amphibious  force  was  suc- 
cessfully landed  behind  the  enemy's  lines  at  Inchon,  and  the  UN  armies 
beat  the  North  Koreans  back  until  a  UN  contingent  reached  the  Man- 
churian  border. 

Thereupon,  late  in  November,  1950,  Chinese  armies  entered  the  battle. 
Their  nominal  objective  was  the  hydroelectric  plants  in  North  Korea 
which,  under  Japanese  ride,  had  been  designed  to  serve  nearby  Manchu- 
rian  industry  as  well.  The  UN  assured  Peiping  that  its  interests  would  be 
protected.  But  the  Communists  refused  to  accept  that  assurance  and 
sought  to  bargain;  a  trace  might  be  established  if  they  were  given  China's 
seat  on  the  UN  Security  Council  and  if  Formosa  were  evacuated  by 
Chiang.  The  UN  could  not  yield  to  those  terms-for  the  North  Koreans 
had  been  named  aggressors  and  the  Chinese  were  abetting  that  aggres- 
sion—and the  war  continued  to  see-saw  up  and  down  the  unhappy  penin- 
sula. By  the  opening  of  1952,  American  casualties  in  the  Korean  War 
exceeded  100,000  and  more  than  a  quarter  of  a  million  troops  were 
engaged. 

Before  the  summer's  developments,  which  will  be  discussed  below, 
General  MacArthur  had  declared  that  intervention  of  Chinese  forces 
after  November  26,  1950,  had  transformed  the  conflict  into  "an  entirely" 
new  war.  By  implication  and  then  later,  openly,  he  urged  that  he  be  per- 
mitted to  attack  Manchurian  installations  by  air.  European  powers  were 
less  cordial  to  projects  for  such  attacks  or  for  "preventive  war"  against 
Russia,  since  they  would  be  first  target  for  retaliation.  Nevertheless,  in 
conferences  with  President  Truman  during  the  first  week  of  December, 
1950,  Prime  Minister  Attlee  of  Britain  proclaimed  the  Atlantic  Powers* 
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essential  unity  of  purpose  in  maintaining  international  law  and  order, 
On  essentials,  the  United  States  and  its  allies  would  not  yield,  but  so  long 
as  it  was  possible  to  limit  the  physical  area  of  combat  they  would  do  so. 
There  lay  a  fundamental  difference  of  opinion  between  UN  political  aims 
and  the  UN  commander's  view  of  military  necessity:  General  Mac  Arthur 
seemed  confident  that  direct  attack  against  the  Chinese  mainland  would 
not  bring  Peiping's  Russian  ally  into  the  war.  In  consequence  of  that  basic 
conflict  of  policy,  President  Truman  relieved  General  MacArthur  of  his 
UN  and  United  States  commands,  and  replaced  him  with  General 
Matthew  B.  Ridgway. 

The  MacArthur  dismissal  provoked  hot  controversy  in  the  United 
States.  Many  Americans  saw  guarding  Atlantic  Europe  as  the  prime  task. 
The  United  States  should  undertake  only  a  holding  action  in  Asia  until 
the  latent  power  of  itself  and  its  allies  could  be  brought  to  bear  in  Europe. 
Others,  often,  curiously  enough,  of  isolationist  opinion,  wished  the  United 
States  to  concentrate  upon  Asia.  Many  who  feared  lest  the  American 
economic  organization  be  overtaxed  by  European  commitments  were 
prepared  to  back  Chiang  in  attack  upon  the  Chinese  mainland.  Asa  cal- 
culated risk  akin  to  that  of  defending  Berlin  in  1948,  the  policy  might  be 
sound.  As  requiring  the  United  States  to  equip  and  maintain  still  another 
armed  force  in  addition  to  those  it  was  supporting  in  Turkey,  Greece, 
Latin  America,  the  North  Atlantic  Powers,  and  on  account  of  its  own 
greatly  expanded  defense  program,  other  Americans  were  troubled  lest 
the  economic  and  psychological  cost  of  so  far-reaching  a  military  effort 
of  indefinite  duration  spur  the  demand  for  overt  war. 

Fighting  in  Korea  continued  nonetheless.  On  June  23,  1951,  Jacob 
Malik,  Russian  delegate  to  the  UN,  hinted  in  a  broadcast  that  a  confer- 
ence might  be  held  to  arrange  for  a  cease-fire  in  Korea.  Six  days  later, 
General  Matthew  Ridgway  offered  to  meet  the  North  Korean  commander 
on  the  neutral  ground  of  a  Danish  hospital  ship  in  order  to  arrange  terms 
for  a  cease  fire  agreement.  Conferences  began  on  July  10,  at  Kaesong,  a 
"no  man's  land"  site  suggested  by  the  North  Koreans.  The  talks  bogged 
down  in  wrangling  over  where  the  demarcation  line  should  be  set;  the 
North  Koreans  demanded  the  38°  parallel;  the  UN  command  the  defens- 
ible positions  above  which  they  had  attained.  Small-scale  fighting  con- 
tinued during  the  wrangle,  generally  to  UN  advantage.  On  August  23,  the 
North  Koreans  broke  off  the  truce  talks,  charging  UN  attacks  on  Kaesong, 
but  left  loopholes  for  resumption  of  discussion.  Talks  were  finally  resumed 
on  October  24.  By  November  23,  military  subcommittees  from  both 
parties  had  agreed  so  far  as  to  make  the  then-current  battleline  the  line 
of  demarcation  from  which  each  side  would  retire  two  kilometers— if  an 
armistice  agreement  could  be  reached  in  30  days.  Bargaining  went  on 
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while  ground  fighting  tapered  off  and  air  and  naval  action  continued 
brisk  (indeed,  the  Korean  war  was  rapidly  becoming  a  testing  ground 
for  jet  planes  and  the  technique  of  using  them  in  battle).  Arrangements 
for  exchange  of  prisoners  and  for  inspection  to  make  certain  armistice 
terms  were  actually  being  lived  up  to  became  serious  barriers  to  agree- 
ment. Indeed,  as  the  talks  continued  as  fruitlessly  at  Panrnunjom  as  at 
Kaesong,  many  wondered  whether  the  North  Korean  and  Chinese  rep- 
resentatives sought  anything  more  than  opportunity  for  delay.  In  June, 
1952,  after  a  brief  recessing  of  conferences  at  UN  request,  the  United 
States  field  commander  apparently  sought  to  hasten  agreement  by  dem- 
onstrating the  ability  of  his  air  force  to  attack  and  destroy  North  Korean 
targets  at  will.  By  midsummer,  many  Europeans  more  experienced  in 
"waiting  out"  international  decisions  once  again  feared  that  the  area  of 
armed  conflict  might  inadvertently  be  extended. 

PEACE  WITH  JAPAN 

The  Korean  fighting  and  the  dispute  over  General  MacArthur's  dis- 
missal almost  overshadowed  public  awareness  of  the  administration's 
ripening  plans  for  securing  the  Pacific.  These  plans  included  peace  with 
Japan  and  a  Pacific  alliance  to  guard  Australia,  New  Zealand,  the  Philip- 
pines, Formosa,  and  the  semicolonial  raw-material  producing  areas  of 
southeast  Asia. 

Almost  overshadowed,  too,  were  the  implications  of  General  Mac- 
Arthur's  statement  that  under  the  occupation  the  Japanese  had  mastered 
the  art  of  democratic  self-government  sufficiently  to  be  welcomed  into 
the  family  of  peaceable  nations.  In  five  years,  and  under  alien  pressure, 
a  people  of  feudal  and  militarist  tradition  had  been  converted  to  demo- 
cratic government  and  peace. 

The  occupation  had  been  based  upon  the  principles  laid  down  at  the 
Cairo  Conference  of  1943,  the  Potsdam  Conference  of  July  26,  1945,  and 
the  Presidential  directive  of  September  6, 1945,  as  amended  in  June,  1947. 
Broadly  stated,  those  principles  embraced  loss  of  the  spoils  of  aggression 
and  called  for  demilitarization  and  democratization.  Accordingly,  Japan 
was  confined  to  the  four  islands  of  its  original  domain.  The  Micronesian 
islands  it  held  under  League  of  Nations  mandate  were  transferred  to  UN 
jurisdiction.  In  1947,  the  UN  granted  the  United  States  a  strategic  trustee- 
ship over  this  area.  Japanese  occupation  was  to  be  a  United  States  obliga- 
tion, principally,  and  governed  by  United  States  policy.  For,  although  a 
Far  Eastern  Commission  representing  eleven  nations  was  set  up  and 
although  the  UN  veto  principle  was  made  part  of  its  voting  procedure, 
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the  United  States  commander  was  empowered  to  issue  on  his  own  initia- 
tive directives  concerning  urgent  matters  and  to  disregard  subsequent 
FEC  objections. 

The  Occupation  passed  through  two  phases:  punitive  reform  during 
1946-48  and  friendly  supervision  thereafter.  The  goal  of  the  first  period 
might  be  labelled  nonviolent  social  revolution,  since  it  sought  to  shift 
power  from  the  great  industrial,  financial,  landed,  bureaucratic,  and  mili- 
tary groups  which  had  joined  to  rule  Japan  for  their  own  benefit.  To  that 
end,  the  Japanese  constitution  was  rewritten  in  1946.  The  new  constitu- 
tion, put  into  force  in  May,  1947,  incorporated  such  novelties  as  an  inde- 
pendent judiciary  with  power  to  disallow  legislation;  civil  liberties— Roger 
Baldwin  of  the  American  Civil  Liberties  Union  was  one  of  the  Occupa- 
tion's civilian  advisers— and  full  legislative  control  of  the  purse,  the  cabinet 
and  general  powers  of  government.  For  the  first  time,  the  Japanese  house 
of  representatives  had  the  means  by  which  to  check  the  executive. 
Furthermore,  local  governments  were  given  greater  independence  and 
power  over  such  functions  as  education  and  the  police.  To  match  those 
new  responsibilities,  the  Shoup  Tax  Mission,  which  worked  in.  Japan 
between  April  and  September,  1949,  recommended  that  municipalities  be 
granted  greater  taxing  power  and  independence  in  expenditure. 

More  important  than  verbal  constitutional  change  was  the  Occupation's 
effort  to  shift  the  locus  of  social  and  economic  influence.  As  a  conquered 
nation,  Japan  was  forced  to  disband  its  army  and  general  staff  and  to 
surrender  all  weapons  and  warships.  Occupation  policy  forbade  mainte- 
nance of  organizations  in  guise  of  social  groups  which  might  serve  as 
cadres  of  militarist  resurgence.  In  addition,  28  war  criminals  were  in- 
dicted and  25  brought  to  trial  in  1946  and  1947;  in  1948,  seven  were 
sentenced  to  death,  sixteen  to  life  imprisonment,  and  the  others  to  lesser 
penalties.  Because  of  their  records,  some  220,000  persons  were  declared 
untrustworthy  by  the  Occupation  and  forbidden  to  hold  governmental 
office  or  to  assume  responsible  posts  in  business  enterprises. 

On  the  economic  level,  the  Occupation  sought  three  fundamental  types 
of  reform.  First,  workingmen  received  more  modern  types  of  protection 
against  industrial  and  economic  hazards,  and  greater  freedom  to  act  in 
their  own  behalf.  Second,  the  concentrated  structure  of  Japanese  indus- 
trial organization  was  attacked  in  an  effort  to  restore  competition.  Third, 
reforms  in  land  tenure  were  introduced.  For  the  first  time,  Japanese  labor 
was  permitted  to  organize  for  free  collective  bargaining.  Nevertheless, 
the  Trade  Union  Law  of  1945  allowed  the  government  to  dissolve  unions 
it  regarded  as  troublesome;  and  the  law  of  1946  set  up  the  beginnings  of 
compulsory  arbitration,  which  became  effective  in  1949  when  the  premier 
was  empowered  to  label  any  industry  one  involving  the  "public  welfare," 
and  to  limit  strikes  in  it,  Both  the  Japanese  government  and  Occupation 
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forces  acted  to  bar  effective  large-scale  strikes  in  1947  and  1948.  By  1950, 
strikes  for  higher  wages  were  forbidden  in  fact.  Although  compulsory 
arbitration  was  enforced,  the  Japanese  government  frequently  ignored 
the  awards.  Occupation  authorities  also  discouraged  trade  unions  from 
intensive  political  activity  and  urged  them  to  eliminate  Communist  lead- 
ership. By  the  beginning  of  1950,  because  of  restrictions  on  their  activities, 
Japanese  unions  were  losing  membership  and  contract  coverage  so  rapidly 
that  an  American  observer  was  prepared  to  declare  that  the  survival  of 
the  Japanese  labor  movement  was  an  open  question. 

In  order  to  destroy  the  warmaking  potential  of  Japanese  industry  and 
the  power  of  the  group  which  owned  that  industry,  the  Occupation 
attempted  to  break  up  the  concentration  of  control  which  characterized 
Japanese  economic  life  before  1945.  A  small  number  of  families,  the 
Zaibatsu,  dominated  most  Japanese  industrial,  commercial,  and  financial 
activities  through  a  complex  structure  of  holding  companies.  Accordingly, 
57  members  of  11  Zaibatsu  families  were  forbidden  to  hold  managerial 
positions  in  Japanese  enterprises.  Zaibatsu  individuals  and  their  holding 
companies  were  required  to  divest  themselves  of  key  securities.  As  these 
were  sold,  the  proceeds,  less  costs  and  taxes,  were  remitted  to  the  original 
owners  in  nonnegotiable  government  bonds.  By  October,  1949,  44  per 
cent  of  such  securities  remained  unsold;  the  rest  had  been  transferred 
either  to  other  companies  or  to  individuals,  many  of  them  employees  of 
the  companies  concerned.  Two  significant  measures,  the  Anti-Monopoly 
Law  of  1947  and  the  Trade  Association  Law  of  1948,  sought  to  break  up 
lesser  concentrations  and  to  prevent  their  reassemblage  through  unfair 
trade  practices.  To  administer  these  laws,  the  Japanese  Diet  established 
a  fair  trade  commission  with  duties  resembling  those  of  the  United  States 
FTC.  As  a  result,  1,200  concerns  which  were  10  per  cent  Zaibatsu-owned 
were  deprived  of  their  intercorporate  holdings  and  30  large  operating 
companies  were  either  divided  or  reconstructed.  Of  the  83  holding  com- 
panies designated  for  dissolution,  only  28  actually  were  broken  up  how- 
ever, although  the  three  great  trading  companies,  Mitsui,  Mitsubishi,  and 
Sumitomo,  were  dissolved  and  replaced  by  smaller  new  organizations. 
By  May,  1948,  when  the  Occupation  underwent  major  policy  changes,  of 
the  325  companies  selected  for  inquiry,  194  had  been  declared  not 
excessively  concentrated;  only  an  insignificant  number  were  required  to 
submit  to  something  approaching  antitrust  prosecution. 

Before  1945,  something  resembling  American  share  tenancy  was  the 
prevalent  type  of  landholding  in  Japan.  Some  3,200  large  landholders 
and  their  dependents  levied  rent  in  kind  on  2.6  million  tenant  households, 
controlled  marketing  and  credit  facilities,  and  conducted  local  govern- 
ment. As  a  result  of  extensive  black-market  dealing,  Japanese  farm  income 
improved  during  the  inflationary  period  194547,  a  fact  which  made  the 


608  LOOKING  FORWARD 

Occupation's  land  reform  program  feasible.  Absentee  holders  and  non- 
cultivators  were  required  to  sell  their  farm  land  to  the  government  at  a 
fixed  price,  while  cultivator-owners  of  more  than  a  stated  acreage  maxi- 
mum were  to  offer  the  surplus  for  sale.  Under  the  supervision  of  local 
committees,  the  land  to  be  acquired  was  selected  and  local  tenant-pur- 
chasers chosen.  These  might  sell  their  holdings  only  to  the  government. 
Farmers  continuing  as  tenants  received  new  protection:  rents  were  to 
be  paid  in  cash  at  a  ceiling  cut  from  50-30  to  15-25  per  cent  of  the  crop; 
tenants  were  to  receive  written  leases  and  to  be  paid  for  improvements. 
By  the  end  of  1949,  the  Japanese  government  had  acquired  4.6  million 
acres  under  the  program.  Its  sales  to  tenants  had  reduced  tenancy  from 
46  to  12  per  cent,  and  70  per  cent  of  the  new  owners  had  paid  for  their 
holdings  in  full. 

At  the  end  of  1949,  the  Occupation  considered  its  major  tasks  com- 
pleted. Thereafter,  emphasis  shifted  to  plans  to  further  economic  recovery. 
In  May,  1949,  the  United  States  halted  delivery  of  Japanese  industrial 
plant  as  reparations;  the  following  year,  it  declared  reparations  at  an  end. 
Assets  outside  the  Japanese  islands  had  already  been  seized  by  injured 
powers.  The  $3  billion  represented  by  such  holdings  and  $170  million  in 
industrial  properties  and  gold  accounted  for  the  greater  part  of  recoveries, 
most  of  which  were  waived  by  the  United  States.  American  magnanimity 
and  its  efforts  to  revive  Japanese  industry  roused  no  particular  enthusiasm 
among  allies  like  the  Philippines,  Australia,  and  Britain,  which  saw  no 
reason  to  sorrow  over  Japan's  wrecked  export  trade.  Occupation  costs 
to  the  United  States  were  running  at  over  $1  billion  annually,  for  besides 
military  outlays,  the  United  States  had  shipped  essential  supplies  to 
Japan.  These  the  Japanese  government  sold  to  its  people.  At  the  instance 
of  United  States  advisers,  funds  so  obtained  were  segregated  and  applied 
to  reducing  the  Japanese  public  debt.  In  effect,  the  United  States  tax- 
payer was  meeting  the  burden  of  restoring  fiscal  stability  in  Japan. 

Between  1945  and  May,  1948,  successive  Japanese  governments  failed 
to  cope  with  problems  of  inflation.  The  United  States  dispatched  several 
missions  to  prescribe  programs  and  the  Occupation  authorities  ordered 
these  into  force.  Among  the  most  important  of  these  were  the  Draper 
mission,  which  stressed  the  consequences  of  decentralizing  Japanese  eco- 
nomic life,  and  the  Dodge  mission  of  early  1949.  This  was  headed  by  the 
industrialist  Horace  Dodge  and  it  presented  a  program  for  a  balanced 
budget;  better  collection  of  taxes;  an  improved  food  marketing  program; 
and  economic  controls  directed  at  increasing  production  for  export,  raising 
output  and  supplying  credit  for  recovery  projects  only.  Most  of  the  Dodge 
recommendations  were  put  into  force,  with  the  result  that  the  Japanese 
budget  was  balanced,  its  currency  stabilized,  and  some  progress  was 
made  toward  lessening  inflation.  The  Shoup  mission  of  April-September, 
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1949,  was  composed  principally  of  professors  of  law  and  economics 
headed  by  Carl  S.  Shoup  of  Columbia.  The  group  furnished  Japan  with 
plans  for  a  modernized  tax  system.  Its  attempt  to  make  local  autonomy 
real  by  giving  local  governments  independent  control  of  funds  has  already 
been  mentioned.  In  addition,  the  Shoup  mission  devised  schemes  for 
making  the  tax  structure  effective,  through  these  devices:  cutting  rates 
and  improving  administration;  eliminating  double  taxation  of  corporate 
income;  taxing  gifts  and  inheritances  cumulatively  (thus  encouraging 
the  division  of  large  estates);  and  improving  collection  methods.  The 
Shoup  plan  was  of  particular  interest  because  it  offered  an  opportunity  for 
a  nation  to  adopt  as  a  whole  a  carefully-designed  tax  system,  rather  than 
the  accumulation  of  separate  measures  with  which  most  countries  had 
afflicted  themselves.  Because  of  the  Japanese  Diet's  reluctance  to  accept 
local  fiscal  independence  to  the  extent  recommended  by  the  tax  mission, 
bills  embodying  the  Shoup  proposals  failed  in  1950,  since  Occupation 
authorities  ordered  the  program  withdrawn  rather  than  have  it  adopted 
only  partially. 

Before  1945,  Japan  offered  the  spectacle  of  a  feudal  and  autocratic 
society  which  had  assimilated  modern  technology  without  materially 
altering  its  traditional  institutions.  Within  three  years,  it  had  accepted  a 
democracy  more  congruous  with  mechanization.  Whether  that  proved 
the  Occupation  authorities  possessed  of  phenomenal  skill  in  directing 
social  change  or  the  Japanese  government  masterly  in  the  techniques  of 
acquiescence  might  require  time  longer  than  the  Occupation  period  to 
demonstrate.  Certainly,  the  Occupation  had  lasted  longer  than  planned 
for,  another  instance  of  the  conflict  between  the  United  States  and  its 
allies  on  one  hand  and  Russia  on  the  other.  As  early  as  March,  1947, 
General  MacArthur  had  declared  the  Japanese  ready  for  a  peace  treaty. 
The  United  States  proposed  negotiations  that  July.  China  wanted  deci- 
sions made  by  a  two-thirds  majority,  with  the  added  assent  of  three 
members  of  the  Far  Eastern  Big  Four— itself,  the  United  States,  Britain, 
and  Russia.  Russia  wanted  the  peace  treaty  drafted  by  the  Council  of 
Foreign  Ministers.  The  United  States  opposed  both  contentions.  As  rela- 
tions with  Russia  worsened,  and  particularly  after  the  Chinese  Commu- 
nists drove  the  Nationalists  off  the  mainland,  efforts  to  reach  accord  were 
dropped;  indeed,  Russia  withdrew  from  the  Far  Eastern  Commission 
when  it  refused  to  transfer  China  s  seat  from  Formosa's  representative 
to  the  spokesman  for  Peiping. 

Increasingly  thereafter,  the  United  States  proceeded  to  explore  the 
possibilities  of  drawing  up  a  peace  treaty  without  Chinese  and  Russian 
participation.  In  January,  1950,  after  Russia  had  vetoed  a  similar  general 
proposal  in  the  FEC,  Japan  was  invited  to  set  up  trade  offices  in  the 
United  States.  In  February,  General  MacArthur  was  directed  to  let  Japan 
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participate  in  international  agreements  on  technical  and  related  matters. 
In  1951,  John  Foster  Dulles,  Republican  consultant  to  the  State  Depart- 
ment, was  authorized  to  open  conversations  looking  toward  the  estab- 
lishment of  a  formal  peace. 

On  September  4, 1951,  a  conference  assembled  at  San  Francisco  to  sign 
the  peace  treaty  with  Japan  previously  drafted  by  the  United  States. 
Russia  attended,  to  the  harried  anticipation  of  the  State  Department,  but 
its  protests  did  not  prevent  the  conference  from  adjourning  on  schedule, 
September  8.  Russia  did  not  sign  the  treaty.  Nor  did  China;  indeed,  no 
Chinese  representatives  were  present  officially.  The  treaty-which  the 
Senate  ratified  on  March  20,  1952-provided  that  Japan  renounce  its 
colonies,  mandates,  and  privileges  in  China  as  well  as  any  claim  on  Korea, 
Formosa,  the  Pescadores  and  Kuriles.  The  victors  waived  reparations, 
but  Japan  agreed  that  its  assets  in  belligerent  countries  might  be  trans- 
ferred to  the  Red  Cross  for  indemnity  to  prisoners.  Japan  was  required  to 
honor  its  prewar  debts.  Japanese  sovereignty  was  restored  by  the  terms 
of  the  treaty  and  the  occupation  terminated  but  Japan  was  especially 
empowered  to  conduct  bilateral  mUitary  arrangements.  On  September  9, 
it  signed  such  an  agreement  with  the  United  States.  This  bound  Japan  to 
increase  its  armed  forces,  assigned  land  and  air  bases  for  the  use  of 
United  States  armed  forces,  and  permitted  the  Japanese  to  ask  the  inter- 
vention of  United  States  troops  stationed  there  in  the  event  of  large-scale 
internal  disorder.  This  agreement  with  Japan,  added  to  previously  con- 
cluded mutual  security  agreements  with  the  Philippines,  Australia,  and 
New  Zealand,  gave  the  United  States  bases,  allies-and  the  concomitant 
responsibilities— for  security  and  the  containment  of  communism  in  the 
Far  East. 

A  DEFENSE  ECONOMY 

For  whatever  might  come  as  a  result  of  its  international  commitments, 
the  United  States  had  begun  to  prepare  itself  on  the  home  front.  Larger 
draft  calls  were  authorized  and  current  terms  of  enlistment  were  pro- 
longed. In  June,  1951,  Congress  extended  conscription  to  1955;  men  were 
to  register  at  18  and  be  subject  to  call  for  a  2-year  term  of  service  at 
18-and-a-half  years  of  age.  A  commission  of  three  civilians  and  two  mili- 
tary men  was  set  up  to  draft  plans  for  a  system  of  permanent  peacetime 
conscription  after  1955.  The  following  month,  volunteers  whose  terms  of 
enlistment  expired  before  July,  1952,  were  ordered  held  in  service  another 
year.  To  meet  the  costs  of  rearmament,  which  were  reckoned  at  appropria- 
tions of  $50  billion  in  1950,  Congress,  on  September  23,  adopted  an 
emergency  tax  bill  to  provide  an  additional  $4.7  billion  in  revenue.  Both 
individual  and  corporate  income  tax  rates  were  increased  and  new  excises 
were  levied  on  television  sets  and  home  freezers.  Further  revenues  were 
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called  for  in  1951,  but  although  defense  spending  was  expected  to  reach 
$60.7  billion  in  fiscal  1952,  as  against  $48.2  the  fiscal  year  before,  Congress 
did  not  finally  adopt  a  new  tax  bill  until  October  20,  1951,  and  then  pro- 
vided only  about  two-thirds  of  the  $10  billion  for  which  President  Truman 
had  asked. 

After  prolonged  debate,  Congress,  in  the  Defense  Production  Act  of 
September,  1950,  gave  the  President  power  to  issue  priority  orders  for 
strategic  materials  and  to  impose  price  and  wage  controls  when  he 
deemed  them  necessary.  Rearmament  must  be  carried  through  in  an  econ- 
omy marked  by  brisk  activity— despite  some  falling  off  in  building  con- 
struction and  the  automobile  and  electrical  appliance  industries  during  the 
early  summer  of  1950— fairly  high  employment,  and  prices  rising  rapidly 
on  word  of  crisis.  Nevertheless,  many  regarded  Congressional  grant  of 
authority  to  the  President  as  intended  to  shift  the  onus  of  unpopular 
measures  to  him.  In  hearings  on  the  Act,  Bernard  Baruch  urged  that 
controls  be  applied  over  all  the  economy,  immediately,  and  on  a  compul- 
sory basis.  Congress  and  the  President  both  regarded  that  as  unnecessary. 

As  late  as  December  5,  1950,  Michael  V.  DiSalle,  whom  the  President 
named  Price  Administrator,  was  reported  as  telling  the  Senate  Banking 
Committee  passing  on  his  nomination  that  he  meant  to  set  up  a  "rigid 
program  of  voluntary  controls."  The  Federal  Reserve  System  made  readier 
use  of  its  increased  power  over  credit.  It  sought  to  check  installment 
buying  and,  in  January,  1951,  extended  credit  curbs  to  rental  housing 
mortgages  as  well  as  stock  purchases— margin  requirements  were  raised 
from  50  to  75  per  cent. 

By  December  15,  more  stringent  measures  had  become  acceptable. 
President  Truman  declared  his  intention  of  proclaiming  a  national  emer- 
gency since  the  international  situation  demanded  that  the  United  States 
have  armed  forces  of  3.5  million  and  equip  the  armies  of  its  allies.  The 
President  appointed  Charles  E.  Wilson  head  of  defense  mobilization  and 
gave  him  full  authority,  subject  only  to  personal  report  to  the  President, 
over  procurement,  production,  priorities,  allocations,  prices,  and  wages. 
In  fine,  the  old  military  plan  for  mobilization  was  put  into  effect.  Inven- 
tories had  already  been  restricted  and  defense  orders  given  priority. 

In  January,  1951,  Mobilization  Director  Wilson  declared  voluntary 
controls  useless.  On  the  26th,  he  ordered  prices  and  wages  frozen  at 
current  levels;  later,  profit-margin  formulas  for  price  fixing  were  adopted. 
When  controls  on  cattle  slaughterers  were  imposed  in  an  effort  to  reduce 
the  price  of  meat,  opposition  solidified  and  became  more  effective  as  the 
termination  date  of  the  Defense  Production  Act  approached.  Although 
wholesale  price  indexes  had  risen  16,9  per  cent  between  June  15,  1950, 
and  March  15, 1951,  and  the  cost  of  living  increased  10.9  per  cent  between 
September,  1950,  and  April,  1951,  the  administration  could  secure  no  new 
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control  legislation.  By  joint  resolution,  on  June  30,  both  houses  extended 
the  Defense  Production  Act  for  another  month,  but  banned  action  to  push 
prices  below  the  levels  of  January,  1951.  With  10  per  cent  of  national 
income  devoted  to  defense,  signs  of  inflation  had  appeared;  defense 
expenditures  were  expected  to  take  20  per  cent  of  national  income  in  1951- 
52,  but  Congress  showed  no  desire  to  take  effective  measures  to  check 
inflationary  trends.  When  the  Defense  Production  Act  was  renewed  in 
August,  installment  credit  controls  were  slackened— spokesmen  for  auto- 
mobile installment  finance  companies  had  declared  the  Federal  Reserve 
prescription  of  one-third  down  and  payment  completed  in  18  months 
constituted  "confiscation  of  property"— and  efforts  to  control  meat  prices 
were  hampered  by  a  specific  ban  on  the  imposition  of  quotas  on  slaugh- 
ters. Attempts  to  hold  general  price  levels  by  "freezing"  were  thwarted 
through  incorporation  of  a  requirement  that  "reasonable"  profits  be 
allowed  enterprises  in  all  stages  of  distribution. 

Thus,  at  any  rate,  through  1951.  During  1952,  however,  inflationary 
pressures  seemed  to  be  lessening:  there  was  a  drop  of  almost  4  per  cent 
in  wholesale  prices  from  May,  1951  to  May,  1952.  In  consequence,  in 
May,  1952,  the  Federal  Reserve  Board  lifted  its  curbs  on  installment 
buying, 

AMERICA'S  INTERNATIONAL  ECONOMIC  POSITION 

Overseas  Investments.  No  sooner  was  World  War  II  over  than  America's 
economic  power  in  the  international  scene  once  more  began  to  make  its 
presence  felt.  In  terms  of  international  investments,  the  United  States  had 
reached  a  record  net  credit  balance  of  $9.5  billion  in  1933;  but  by  1939 
this  had  entirely  disappeared  because  of  the  sharp  decline  in  overseas 
portfolio  holdings  and  the  inflow  of  foreign  capital  into  the  United  States 
to  escape  the  insecurities  of  other  countries.  Actually  the  United  States 
came  out  of  World  War  II  a  net  debtor  to  the  amount  of  $1  billion. 

The  adverse  position  largely  represented  accumulated  short-term  obli- 
gations. With  the  war  ended,  America  began  at  once  their  liquidation, 
as  well  as  the  expansion  of  long-term  investments  abroad.  By  the  end  of 
1949,  the  net  credit  balance  of  the  United  States  was  $15  billions;  and  the 
trend  was  accelerating  rather  than  otherwise.  For,  whereas  in  1946,  pri- 
vate capital  outflows  from  the  United  States  came  to  $59  million,  in 
1949,  these  reached  $796  million  and  in  1950  $1,168  million.  To  these 
figures  were  to  be  added  reinvested  earnings,  which  were  coming  close 
to  $500  million  annually. 

Largely  at  the  heart  of  this  development  (but  only  for  a  few  early 
years)  were  American  government  credits  to  foreign  countries  and  sub- 
scriptions to  international  organizations;  although  the  flow  of  private 
capital  through  both  direct  and  portfolio  investments  is  not  to  be  mini- 
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mized.  Among  the  larger  credit  operations  of  the  postwar  period  were 
the  subscriptions  to  the  International  Monetary  Fund  and  International 
Bank  for  Reconstruction  and  Development  ($3.4  billion),  the  loan  to 
Britain  ($3.75  billion)  and  the  European  Recovery  Program  ($900  mil- 
lion). The  continuance  and  in  fact  deepening  of  crises  in  1947  and  1948 
forced  the  United  States  to  shift  the  financing  of  its  exports  from  credits 
to  grants;  thenceforth,  the  European  Recovery  Program  became  the  most 
important  vehicle  for  assistance  to  foreign  countries.  Government  lending 
therefore  dropped  sharply  beginning  with  1948,  and  by  1949,  American 
private  capital  outflows  exceeded  government  credits.  In  1950,  net  gov- 
ernment loans  came  to  only  $125  millions;  on  the  other  hand,  net  private 
long-term  capital  outflows  came  to  over  $900  millions. 

Despite  a  troubled  world,  in  consequence,  one  notes  the  strong  move- 
ment of  American  private  capital  overseas;  indeed,  it  might  be  said,  in 
the  long  run  this  confidence  would  be  one  of  the  world's  most  stabilizing 
factors.  For  the  outflow  was  largely  made  up  of  private  direct  invest- 
ments; and  such  activities— the  expansion  of  branch  plants,  the  opening 
up  of  mines  and  oil  fields,  the  building  of  harbors  and  transportation 
facilities— created  employment  abroad  and  raised  standards  of  living.  By 
the  end  of  1950,  American  private  direct  investments  abroad  stood  at 
$13.55  billion,  distributed  as  follows:  manufacturing,  $4.2  billion;  dis- 
tribution, $1.1  billion;  agriculture,  $650  million;  mining  and  smelting, 
$1.3  billion;  petroleum,  $4.1  billion;  public  utilities,  $1.3  billion;  mis- 
cellaneous, $850  million. 

The  following  table  presents  the  detailed  international  investment 
position  of  the  United  States  at  the  end  of  1946  and  the  end  of  1949. 

TABLE  42 

United  States,  International  Investment  Position,  1946-49 
(billions  of  dollars) 

Type  of  Investment  1946  1949 


U.   S.   INVESTMENTS  ABROAD,   TOTAL 

20.6 

32.6 

Private  long-term 

14.2 

17.7 

Direct 

8.8 

12.5 

Portfolio 

3.9 

3.9 

Other 

1.4 

1.5 

Private  short-term 

1.3 

1.4 

U.  S,  Gov't 

5.1 

13.5 

FOREIGN  INVESTMENTS  IN  U,  S.,  TOTAL 

16.5 

17.5 

Private  long-term 

7.6 

7.8 

Private  short-term 

5.3 

5.9 

U.  S.  Government  Obligations 

3.6 

3.8 

NET  CREDIT  OF  U.   S. 

4.2 

15X) 
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Of  the  gross  total  of  $32.6  billions  of  American  investments  abroad  at 
the  end  of  1949,  $12.3  billions  were  to  be  found  in  European  Recovery 
Program  countries:  this  was  presumably  the  price  of  Marshall  aid.  But 
it  was  a  gross  figure:  for  the  other  side  of  the  shield  was  revealing. 
ERP  countries  had  a  total  of  $8  billions  of  investments  in  the  United 
States,  putting  the  American  net  creditor  position  at  $4.3  billions.  In  short, 
American  funds  were  re-establishing  international  movements  of  goods 
and  credits;  and  there  could  not  be  a  better  sign  of  a  world  (western 
world,  at  any  rate)  returning  to  normality.  Nor  could  one  find  a  surer 
answer  to  Communist  charges  of  "American  imperialism"  than  in  this 
fact:  that  American  credits  were  not  exploitative  but  were  helping  other 
lands  establish  productive  enterprise  and  create  employment  for  their 
peoples. 

"Point  Four."  Conflict  between  the  implications  of  economic  develop- 
ment and  the  need  to  check  Russian  expansion  was  brought  to  the  fore 
again  in  the  progress  of  President  Truman's  "Point  Four"  program,  which 
was  designed  to  aid  the  economically  backward  areas.  UN  groups  had 
been  working  on  problems  of  providing  technical  assistance  to  such 
regions  since  October,  1946,  when  the  Economic  and  Social  Council 
suggested  that  it  be  given  the  technical  advisory  functions  of  UNRRA. 
Similar  resolutions  in  1947  bore  fruit  in  December,  1948;  then  the  General 
Assembly  provided  money  for  a  limited  technical  aid  program. 

In  President  Truman's  State  of  the  Union  message  of  January  20,  1949, 
he  declared  United  States  foreign  policy  based  upon  the  following  four 
points:  support  of  the  UN;  continuance  of  plans  to  further  economic  re- 
covery; strengthening  allied  nations  against  aggression;  and  "a  bold  new 
program"  "devised  and  controlled  to  benefit  the  peoples"  of  underdevel- 
oped regions.  Said  the  President: 

I  believe  that  we  should  make  available  to  peaceloving  peoples  the  benefits  of 
our  store  of  technical  knowledge  in  order  to  help  them  realize  their  aspirations 
for  a  better  life.  And  in  cooperation  with  other  nations,  we  should  foster  capital 
investment  in  areas  needing  development. . . .  We  invite  other  countries  to  pool 
their  technological  resources  in  this  undertaking ...  for  the  achievement  of 
peace,  plenty,  and  freedom. . . .  The  old  imperialism  —  exploitation  for  foreign 
profit  —  has  no  place  in  our  plans.  What  we  envisage  is  a  program  of  develop- 
ment based  on  democratic  fair  dealing.  For  democracy  can  supply  the  impetus 
to  make  people  act  not  only  against  human  oppressors  but  also  against  their 
ancient  enemies  —  hunger,  misery,  and  despair. 

The  United  States  thus  recognized  that  unrest  could  not  be  met  merely 
by  words  or  even  the  use  of  force.  The  Truman  program  offered  relatively 
novel  points  of  emphasis:  export  of  technicians  and  their  skills  rather  than 
of  goods  alone;  international  action;  and  planned  co-operation  between 
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government  and  private  companies.  To  be  sure,  export  of  "know-how"  had 
numerous  precedents:  between  1939  and  1949,  the  State  Department  had 
dispatched  to  Latin  America  2,000  technicians  in  agriculture,  public 
health  and  administration,  and  like  fields,  and  brought  2,600  Latin  Amer- 
icans to  the  United  States  for  training.  During  194045,  the  Office  of  the 
Coordinator  of  Inter- American  Affairs  had  carried  through  a  similar  plan 
which  its  successor,  the  Institute  of  Inter-American  Affairs,  continued 
after  1946.  In  Brazil  and  Venezuela,  the  International  Basic  Investment 
Corporation,  a  Rockefeller  company,  had  pointed  the  way  for  private 
enterprise. 

The  UN  and  its  agencies,  disturbed  by  being  ignored  in  the  European 
Recovery  Program,  found  "Point  Four"  notably  acceptable.  In  March, 
1949,  and  at  United  States  urging,  the  Economic  and  Social  Council 
instructed  the  Secretariat  to  prepare  a  report  on  technical  assistance 
plans.  That  report  was  presented  in  August  and  further  discussed  in 
November,  1949.  Meanwhile,  on  June  24,  President  Truman  had  sent  a 
message  to  Congress  recommending  that  it  approve  additional  technical 
and  managerial  assistance  to  projects  planned  by  underdeveloped  areas, 
and  that  it  appropriate  $45  million  for  the  purpose.  Further,  the  Export- 
Import  Bank  should  be  authorized  to  guarantee  United  States  investors 
in  productive  enterprises  in  such  areas  against  the  risks  of  not  being  able 
to  transfer  earnings  to  the  United  States  as  well  as  against  loss  by  violence 
or  expropriation.  Although  "Point  Four"  had  been  fairly  well  received  by 
the  United  States  business  community  and  other  influential  sectors  of 
opinion,  Congress  cut  the  appropriation  requested  to  $10  million  and 
eliminated  the  proposed  guarantee  program. 

Nevertheless,  by  November.,  1950,  federal  agencies  like  the  Bureau  of 
Reclamation,  the  Department  of  Commerce,  and  the  Federal  Reserve  Board 
were  co-operating  in  preparing  tentative  programs.  The  State  Department 
had  organized  a  Technical  Cooperation  Administration  and  drafted  a 
standard  bilateral  agreement  to  govern  provision  of  United  States  aid, 
including  training  of  local  personnel  in  public  health,  sanitation,  educa- 
tion, public  administration,  agriculture,  and  transport:  activities  which 
must  precede  or  parallel  effort  at  modernizing  the  economic  life  of  under- 
developed areas.  Two  such  agreements,  with  Ceylon  and  Iran,  had  been 
concluded.  To  head  the  "Point  Four"  program,  President  Truman  ap- 
pointed the  late  Dr.  Henry  G.  Bennett,  formerly  President  of  the  Oklahoma 
Agricultural  and  Mechanical  College.  In  addition,  President  Truman 
named  a  12-member  Advisory  Board  on  International  Development 
headed  by  Nelson  Rockefeller,  who  had  been  active  in  similar  projects 
for  Latin  America  during  World  War  II. 

Early  in  1951,  this  committee  brought  in  its  report,  which  outlined  a 
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general  plan  to  co-ordinate  governmental  and  business  effort  to  mod- 
ernize underdeveloped  areas.  A  previous  report  by  Gordon  Gray,  special 
adviser  to  the  President,  had  recommended  spending  about  half  a  billion 
annually  on  technical  aid.  The  Advisory  Board  recommendations,  generally 
called  the  Rockefeller  Report,  proposed  the  organization  of  three  new 
agencies.  Two,  the  International  Finance  Corporation  and  the  Interna- 
tional Development  Authority,  were  to  be  affiliated  with  the  International 
Bank  for  Reconstruction  and  Development.  Their  task  was  to  increase  the 
flow  of  private  capital  investment  and  to  help  governments  finance  needed 
public  works.  A  third  agency,  the  Overseas  Economic  Administration, 
was  to  be  a  federal  body  taking  over  the  functions  of  the  Institute  of 
Inter-American  Affairs,  the  EGA,  which  administered  the  Marshall  Plan, 
and  the  State  Department's  Technical  Cooperation  Administration.  The 
proposed  OEA  would  provide  technical  and  other  assistance  for  essen- 
tial public  services  in  education,  public  health,  agriculture,  and  admin- 
istration. It  would  also  plan  for  public  works  of  particular  value  in 
increasing  output  of  products  strategically  necessary  to  United  States 
defense  programs. 

To  meet  the  cost,  the  report  suggested  that  the  United  States  subscribe 
$350  million  to  the  proposed  International  Bank  affiliates  and  assign  $300 
million  annually  to  the  basic  work  of  the  OEA.  With  such  government 
support  as  stimulus,  the  Rockefeller  Report  looked  toward  a  doubling  of 
United  States  foreign  investment  abroad  to  $2  billion  a  year  and  to  con- 
tributions of  $5.5  million  from  other  governments  toward  the  work  of 
the  International  Bank's  affiliates. 

In  1950,  Congress  adopted  the  Act  for  International  Development, 
which  authorized  the  President  to  contribute  to  UN  technical  assistance 
programs,  and  to  plan,  co-ordinate,  and  aid  such  projects  through  United 
States  government  agencies,  regular  or  special.  Such  programs  were  to 
seek  private  aid  as  well  as  government  co-operation,  and  to  encourage 
local  participation.  In  fact,  American  aid  was  made  contingent  upon  local 
provision  of  information  and  publicity  and  local  part  payment  of  costs. 
The  President  was  also  empowered  to  create  an  advisory  board  to  ad- 
minister the  technical  assistance  program.  As  a  first  appropriation,  Con- 
gress offered  $35  million,  which  included  provision  for  the  Institute  of 
Inter-American  Affairs.  A  Technical  Co-operation  Administration  was  set 
up  in  the  State  Department  to  carry  through  on  the  plan.  By  midsummer 
of  1951,  TCA  was  administering  139  projects  in  34  countries,  principally 
in  Latin  America  and  the  Near  and  Middle  East.  These  were  small  begin- 
nings; but  they  promised  well— and  had  the  support  of  Americans  and  of 
the  peoples  involved.  In  a  world  where  armed  force  seemed  the  chief 
power,  Point  Four  showed  the  possibility  of  guided  and  peaceful  social 
change. 


IN  PERILOUS  PEACE  617 

THE  ELECTION  OF  1952 

It  was  in  such  a  troubled  world  that  the  Presidential  election  of  1952 
took  place.  Congress  refused  to  enact  any  major  portion  of  President 
Truman's  domestic  program,  even  burying  a  measure  for  permanent 
peacetime  conscription  in  committee.  It  adopted  only  a  limited  program 
to  control  inflationary  tendencies  and  cut  foreign  aid  from  the  $7.6  billion 
the  President  requested  to  $6  billion.  Meanwhile,  Congress  busied  itself 
with  inquiry  into  corruption  in  the  Internal  Revenue  Bureau  and  some- 
thing resembling  a  combination  of  favoritism  and  incompetence  in  De- 
partment of  Justice  tax  prosecutions.  As  a  result,  President  Truman 
reorganized  the  Bureau  and  requested  the  resignation  of  Attorney  Gen- 
eral McGrath. 

Conflict  between  Congress  and  President  became  even  more  evident 
after  April  8,  when,  to  avoid  a  strike  by  the  United  Steelworkers,  Presi- 
dent Truman  seized  the  nation's  steel  mills.  Twice  the  union  had  post- 
poned a  walkout  while  the  Wage  Stabilization  Board  examined  the  effect 
of  its  demands  on  the  economy.  The  union  accepted  Board  recommenda- 
tions, the  steel  companies  refused  to  grant  a  wage  increase  of  26  cents 
an  hour  unless  the  price  of  steel  were  allowed  to  rise  more  than  $3  to 
$4,50  per  ton;  the  union-shop  issue  served  for  the  principal  talking-point, 
however,  with  management.  The  President,  said  his  Congressional  op- 
ponents in  both  parties,  should  have  invoked  the  Taft-Hartley  Act.  On 
June  2,  the  Supreme  Court  declared  that,  with  such  legislation  for  alterna- 
tive, the  President  might  not  seize  private  property  without  Congressional 
authorization.  Although  resolutions  of  both  houses  requested  use  of  the 
law,  the  President  continued  to  refuse,  and  the  steel  strike  went  on,  add- 
ing to  the  turbidity  of  the  political  atmosphere.  When  settlement  was 
reached  on  July  24,  workers  secured  a  sharply  modified  union  shop  and 
wage  increases  totaling  about  21  cents  an  hour;  management  a  price  in- 
crease of  $5.20  a  ton  for  steel. 

The  Republicans  assembled  in  Chicago  from  July  7  to  12.  A  spirited 
preconvention  campaign  left  Senator  Robert  A.  Taft  of  Ohio  and  General 
Dwight  D.  Eisenhower  the  leading  aspirants,  with  Governor  Earl  Warren 
of  California  a  potential  "dark  horse"  and  Harold  Stassen  of  Minnesota 
in  the  running.  Taft  supporters  controlled  the  Credentials  and  the  Na- 
tional Committee;  the  temporary  chairman  favored  Taft  as  nominee;  the 
keynote  address  was  delivered  by  General  MacArthur,  who  had  declared 
the  Senator  his  choice,  as  did  former  President  Hoover  who  was  en- 
thusiastically received  by  the  convention. 

Two  sets  of  delegates  sought  to  cast  the  vote  of  certain  states,  notably 
Georgia,  Louisiana,  and  Texas.  Temporarily,  the  pro-Taft  group  from 
each  was  seated.  Eisenhower  supporters  insisted  that  the  convention  rules 
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be  changed  to  forbid  such  delegates  from  voting  on  any  contest  involving 
their  status  and,  when  the  proposal  was  put  to  the  full  convention,  it 
agreed.  The  convention  then  reversed  the  decisions  of  its  Credentials 
and  National  Committees  and  voted  to  seat  the  pro-Eisenhower  delega- 
tions from  Georgia  and  Texas.  Senator  Taft  had  previously  conceded 
Louisiana. 

General  Eisenhower  was  named  on  the  first  ballot:  his  tally  reached 
595  votes;  then  Stassen  supporters  shifted  19  Minnesota  ballots  to  give 
him  the  604  votes  needed  to  nominate.  Senator  Richard  M.  Nixon  of 
California  was  named  for  the  Vice-Presidency. 

The  Eisenhower  victory  was  generally  regarded  as  a  defeat  of  isola- 
tionist elements  in  the  Republican  party.  The  platform's  foreign-policy 
plank  pledged  support  for  the  UN,  aid  to  collective-security  forces  in 
Europe,  and  increased  attention  to  Asia  and  Latin  America.  It  also  prom- 
ised to  repudiate  secret  understandings  reached  at  Yalta  and  elsewhere 
and  to  end  the  "negative"  policy  of  containment.  World  trade  should  be 
expanded  by  checking  discrimination  against  United  States  exporters, 
and  by  maintaining  trade  agreements  in  a  fashion  "to  safeguard  our  do- 
mestic enterprises  and  the  payrolls  of  our  workers  against  unfair  import 
competition.'* 

The  farmer  was  promised  full  parity  prices,  credit,  and  commodity 
loans,  with  storage  on  the  farm  and  crop  insurance:  the  New  Deal  agri- 
cultural program  but  managed  by  its  beneficiaries.  To  labor,  the  platform 
offered  an  analysis  of  the  merits  of  the  Taft-Hartley  Act.  To  large  enter- 
prise, the  Republicans  offered  an  end  to  "political"  antitrust  proceedings; 
to  small  business,  the  fostering  care  of  Congressional  committees  and  the 
benefits  of  a  revised  and  more  efficient  tax  system.  Rearmament  would 
be  speeded,  taxes  cut,  economic  controls  removed,  and  the  old  gold 
standard  ultimately  restored.  Much  stress  was  laid  upon  local  control:  no 
more  valley  authorities  on  the  TVA  model,  no  federal  health  insurance 
program  nor  aid  to  education.  Civil  rights  were  primarily  a  state  responsi- 
bility. The  states,  not  the  federal  government,  should  control  offshore  oil 
deposits.  Thus,  once  again,  the  Republicans  took  up  the  war  cry  of  states' 
rights.  They  entered  the  campaign  with  a  vigorous  defense  of  the  80th 
Congress  (1946-48),  and  a  candidate,  experienced  in  practical  diplomacy, 
who  cheerfully  admitted  his  unfamiliarity  with  most  domestic  problems. 
Dwight  D.  Eisenhower,  who  resigned  from  the  Army  after  nomination, 
settled  down  to  plan  his  campaign  and,  particularly,  to  heal  party  rifts 
left  by  the  bitter  struggles  in  the  convention. 

The  Democrats  gathered  at  Chicago  on  July  21.  When  President  Tru- 
man took  himself  out  of  the  race  on  March  22,  prospective  nominees  had 
become  increasingly  vocal.  The  televised  hearings  of  a  Senate  subcom- 
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mittee l  investigating  the  interstate  aspects  of  organized  crime,  gambling 
particularly,  brought  its  chairman,  Senator  Estes  Kefauver  of  Tennessee, 
to  prominence.  Senators  Richard  Russell  of  Georgia  and  Robert  Kerr  of 
Oklahoma  joined  the  race.  Mutual  Security  Administrator  W.  Averell 
Harriman  and  Vice-President  Barkley  offered  themselves  as  candidates; 
despite  rumor  of  administration  support,  Governor  Adlai  E.  Stevenson  of 
Illinois  gave  repeated  assurance  of  his  reluctance  to  put  himself  forward. 

At  the  convention,  the  expected  struggle  over  a  civil  rights  plank  did 
not  occur,  Instead,  supporters  of  the  more  comprehensive  but  less  forth- 
rightly-phrased  resolution  than  that  of  1948  sought  to  pledge  all  delegates 
to  use  their  official  efforts  to  place  the  convention's  nominees  on  their 
states'  ballots.  Virginia,  Louisiana,  and  South  Carolina  refused  to  accept 
the  rule,  although  Louisiana  finally  yielded,  but  Stevenson  forces  influ- 
enced the  convention  to  prevent  their  expulsion.  After  a  heated  struggle, 
Governor  Stevenson  was  nominated  on  the  third  ballot.  The  Vice-Presi- 
dential post  went  to  Senator  John  J.  Sparkman  of  Alabama,  who  was 
expected  to  help  ease  sectional  animosity  and  counter  the  Eisenhower 
appeal  in  the  South. 

The  Democratic  platform  assailed  Republican  attacks  on  the  Truman 
administration  and  Democratic  legislation  of  the  past  twenty  years.  It 
pledged  continuance  of  the  foreign  policy  developed  since  1947  and  new 
effort  to  enact  legislation  favorable  to  farmers  and  organized  workers, 
including  repeal  of  the  Taft-Hartley  Act.  Small  business  was  assured  pro- 
tection, and  "predatory  monopoly"  threatened. 

The  Democratic  candidate  was  52  years  old,  Illinois  born  and  experi- 
enced in  administrative  problems,  for  he  had  served  as  special  adviser  in 
the  State  Department  and  United  States  delegate  to  the  UN  before  he 
won  the  Illinois  governorship  by  a  large  plurality  in  an  election  he  was 
expected  to  lose.  Although  not  considered  committed  to  even  a  modified 
New  Deal  program,  it  might  be  expected  that  the  Democratic  candidate 
would  stress  the  implications  of  General  Eisenhower's  lifetime  as  a  pro- 
fessional soldier  and  of  Senator  Nixon's  sponsorship  of  a  resolution  to 
limit  income  taxes  to  25  per  cent  of  gross  income,  and  so  remove  the 
major  tax  burden  from  the  highest  income  group.  The  Republican  candi- 
dates, no  doubt,  would  ring  the  changes  on  charges  that  the  Truman 
administration  had  fostered  corruption  and  shielded  Communists.  They 
would  sound  their  platform's  tocsin  against  the  party  whose  policies  of 
economic  intervention  had  "undermined  the  foundations  of  the  republic." 

But  both  parties  had  declared  against  isolation;  each  claimed  itself  and 
its  candidates  best  fitted  to  conduct  the  United  States  on  the  difficult  road 
of  world  leadership. 

1  The  new  medium,  incidentally,  was  credited  with  furthering  the  Eisenhower 
victory  as  well,  for  the  Tart  forces,  refusing  to  open  committee  hearings  on  delegate 
contests  to  TV  cameras,  appeared  to  be  seeking  secrecy  rather  than  privacy. 


CHAPTER  27 


THE  AMERICAN  SCENE 
IN  THE  40's 

ASPECTS  OF  THE  AMERICAN  SCENE 

\S  DEPRESSION  molded  the  temper  of  the  1930's,  so  war  set  the  tone 
for  the  next  decade.  War  restrictions  and  then  war  alarms  intensified 
what  foreign  observers  termed  the  restless  mobility  characteristic  of 
Americans.  A  war  fought  against  an  enemy  that  denounced  democracy 
roused  many  to  re-examine  the  meaning  of  democratic  ideals.  War  needs 
and  that  re-examination  together  wakened  more  general  awareness  of 
shortcomings  in  democratic  practice.  The  sense  of  death  as  imminent, 
which  affects  civilians  as  well  as  soldiers  in  modern  warfare,  sharpened 
revulsion  from  Puritan  ideals  of  thrift  and  spare  living.  Yet  that  same 
danger  spurred  the  search  for  spiritual  security.  Problems  of  postwar 
international  politics  even  drew  attention  to  organized  religion  as  a 
valuable  ally  against  social  revolution. 

War  necessities  had  enforced  mobility  upon  war  workers  as  well  as 
upon  the  millions  of  draftees.  Yet  war  restrictions  on  commercial  trans- 
portation and  on  the  use,  of  gasoline  pent  up  the  desire  for  travel.  With 
the  removal  of  those  restrictions,  Americans  set  out  on  wheel  and  wing. 
By  1949,  nearly  45  million  automobiles  were  registered  as  in  use  in  the 
United  States.  Air  travel  became  a  commonplace.  By  the  50's,  the  airplane 
which  had  not  been  believed  real  when  first  reported  was  so  much  a  part 
of  ordinary  life  that  newspapers  printed  daily  schedules  for  flights  to  all 
the  large  cities  of  the  nation  and  most  of  the  countries  of  the  globe. 

Physical  mobility  was  easy  to  achieve.  The  social  mobility  which  had 
so  long  been  an  essential  part  of  the  American  ideal  became  the  object  of 
new  concern.  A  curious  impact  of  war  was  increased  awareness  of  inter- 
group  frictions  and  prejudices  and  of  their  conflict  with  the  precept  that 
all  men  were  equally  human  and  entitled  to  be  treated  as  individual 
persons.  In  speaking  of  mobilization  of  manpower  and  morale  during 
World  War  II,  attempts  to  make  equal  opportunity  more  widely  prevalent 
have  been  mentioned.  Appreciation  of  the  antidemocratic  character  of 
prejudicial  treatment  of  Negroes,  Mexicans,  Indians,  Jews,  second- 
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generation  "new  immigrants,"  and  other  "minority"  groups  was  evident 
on  many  levels,  from  the  scholarly  study  of  immigration  to  the  material 
of  popular  novels  and  movies.  Stories  about  antisemitism,  like  L.  Z.  Hob- 
son's  Gentleman's  Agreement  sold  widely.  In  Kingsblood  Royal,  Sinclair 
Lewis  returned  to  his  older  manner,  peeling  the  figurative  hide  off  a 
mid-West  community  which  ostracized  a  respected  citizen  on  rumor  of 
his  Negro  origin.  Even  motion  picture  producers,  in  films  like  Pinky  and 
Lost  Boundaries,  ventured  to  suggest  that  Negroes  might  justifiably  aspire 
to  lives  of  sober,  middle-class  accomplishment.  Meanwhile,  the  position 
of  men  like  Dr.  Ralph  Bunche—trusteeship  director  of  the  UN  since  1948, 
who  successfully  mediated  armed  conflict  in  Palestine— showed  the  Amer- 
ican government  increasingly  ready  to  employ  its  trained  Negro  citizens. 

If  the  rallying  words  of  war  fostered  self-examination  in  some,  its  threat 
to  existence  fostered  desire  for  present  pleasure  in  others.  During  the  war 
years,  with  consumers'  durables  unavailable,  expenditures  shifted  to 
entertainment.  Theaters  and  motion  pictures  flourished.  Though  the  draft 
absorbed  most  professional  athletes,  baseball,  boxing,  and  other  spectator 
sports  drew  audiences  recalling  those  of  the  1920's.  While  the  object  of 
expenditure  shifted  during  the  immediate  postwar  years,  that  period  saw 
no  return  to  Puritan  ideals  of  forehandedness  and  thrift.  By  mid-1950, 
despite  national  prosperity,  personal  debt  was  increasing  faster  than  per- 
sonal income;  net  saving  as  a  proportion  of  disposable  income  diminished 
from  18.5  to  4.6  per  cent  between  1945  and  1949.  In  1941,  when  defense 
production  had  swelled  and  before  controls  were  imposed,  installment 
credit  outstanding  reached  $5.9  billion.  This  dropped  to  about  $2  billion 
during  the  years  of  controls,  then  rose  steadily  from  $4  billion  in  1946 
to  $13  billion  in  March,  1952.  Meanwhile,  borrowing  in  small  sums  in- 
creased from  $3.1  to  $4.2  billion.  The  amounts  are  striking  in  themselves. 
Altered  attitudes  toward  borrowing  for  immediate  consumption  are 
equally  significant.  In  1943,  one  economist  declared  that  ancestral  notions 
of  thrift  had  vanished  before  industry's  need  to  have  people  "save"  in  the 
shape  of  the  installment  purchase  of  the  goods  it  produced.  Five  years 
later,  in  a  symposium  on  consumer  credit  at  Ohio  State  University,  a 
representative  of  an  important  small  loan  company  observed  that  current 
ideas  made  the  good  life  consist  of  "an  abundance  of  things."  Since 
working  hours  engaged  "neither  the  interest  nor  the  talent  of  the  worker," 
he  must  use  possessions  to  gain  a  "sense  of  participation  in  life  which  is 
lacking  during  working  hours."  Hence,  installment  sales  and  small  loans 
served  not  merely  to  help  absorb  output  but  also  to  ward  off  social  dis- 
content. 

Curiously  enough,  the  desire  for  immediate  enjoyment  so  evident  in 
the  conduct  of  daily  life  did  not  lessen  the  search  for  faith.  Although  the 
percentage  of  national  income  spent  for  religious  purposes  dropped  from 
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2.9  to  1.5  per  cent  between  1909  and  1941,  church  membership  reached 
new  heights;  in  the  50's,  half  the  population  of  the  United  States  held 
membership  in  some  church,  a  proportion  higher  than  any  previously  re- 
corded. Organized  religion  displayed  its  influence  broadly.  As  an  inter- 
nationally organized  faith,  the  Roman  Catholic  Church  was  a  valuable 
ally  in  the  struggle  to  contain  communism  and  it  used  every  available 
opportunity  to  impress  itself  as  the  spokesman  of  Christianity.  The  evan- 
gelical Protestant  denominations  continued  to  be  an  important  social 
force.  Among  Protestants  generally,  the  "social  gospel"  of  the  early  1900's 
dwindled  in  appeal.  Many  of  the  most  intellectual  clergymen  in  the 
denominations  stressing  a  learned  ministry  returned  to  the  view  that  man, 
if  not  essentially  evil,  was  helpless  to  attain  salvation  or  even  practical 
goodness  without  the  special  operation  of  God's  grace.  The  wars  and 
political  persecutions  of  the  two  decades  past  gave  full  display  of  man's 
capacity  for  evil.  Of  the  power  of  stern  theologies  to  quell  man,  no  past 
gave  evidence.  The  difficulty  of  holding  man  in  check  was  but  another 
of  the  misgivings  which  made  many  thoughtful  Americans  uneasy  as  they 
faced  their  problems  of  world  leadership. 

Turning  toward  the  physical  aspect  of  the  American  scene,  one  sees 
that  population  growth,  which  had  slacked  during  the  depression,  gained 
in  momentum  as  incomes  rose  and  war  prompted  young  people  to  marry 
while  they  might.  During  the  decade  1940-50,  the  United  States  added 
19  million  people  to  its  population;  the  nation  which  had  numbered 
76.1  million  in  1900  counted  150.69  million  in  1950.  Of  that  number,  less 
than  8.7  per  cent  was  foreign-born  as  against  13.6  per  cent  in  1900.  In 
spite  of  rising  rates  of  marriages  and  births,  the  population  as  a  whole 
grew  older;  27.8  per  cent  of  the  American  people  were  over  45  in  1950; 
tiie  proportion  had  teen  17.6  per  cent  in  1900.  Since  the  hazards  of  life 
were  greater  for  men  than  for  women  over  40,  the  United  States  might 
anticipate  not  merely  an  older  population  but  one  in  which  older  women 
outnumbered  their  male  contemporaries. 

Life  expectancy  at  birth  had  increased  nearly  19  years  above  the  level 
of  1900-2.  More  significant,  during  the  1940's  the  life  expectancy  of  indus- 
trial workers  came  to  equal  that  of  professional  and  businessmen,  although 
sickness  rates  continued  noticeably  lower  for  the  latter.  Increasing  length 
of  life  brought  new  problems  of  family  living.  In  contrast  to  1900,  when 
12.5  per  cent  of  all  United  States  households  contained  8  persons  or  more, 
only  3.8  per  cent  fell  into  that  category  in  1947.  Urban  living,  with  its 
smaller  quarters,  made  impracticable  the  extended  household  sheltering 
grandparents  and  married  children.  When  war  and  the  acute  housing 
shortage  of  the  first  postwar  years  forced  a  return  to  the  practice,  the 
results  often  proved  damaging  to  family  morale, 
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The  census  of  1950  showed  a  striking  movement  of  population  to  the 
Pacific  Coast  as  California  outstripped  both  Pennsylvania  and  Illinois 
in  numbers.  Of  the  nation's  people,  25  per  cent  lived  in  12  urbanized 
areas  counting  one  million  people  or  more.  While  8.5  per  cent  of  the 
population  had  lived  in  cities  of  over  a  million  in  1900,  13.3  per  cent 
lived  in  such  communities  in  1950.  Cities  of  the  next  rank  grew  even 
faster.  In  1900,  2.2  per  cent  of  the  American  people  lived  in  cities  of 
500,000  to  1,000,000.  That  proportion  had  more  than  doubled  by  1940; 
in  1950,  it  stood  at  6  per  cent.  Although  rural  dwellers  dropped  from  60 
to  less  than  38  per  cent  of  the  population  in  the  years  1900-50,  the  growth 
of  great  cities  was  less  striking  than  that  of  areas  on  their  outskirts.  In 
fact,  so  large  was  the  movement  from  central  cities  toward  the  circum- 
ference of  metropolitan  areas,  that  efforts  to  rehabilitate  "blighted"  cen- 
tral sections  stood  high  among  the  goals  of  city  planning  groups. 

Increasing  urbanization  and  smaller  households  lessened  the  need  for 
unmarried  women's  work  in  the  home  and  added  to  the  influences  draw- 
ing women  into  the  labor  market.  Smaller  families  and  higher  standards 
of  living  both  permitted  and  impelled  married  women  to  take  jobs.  In 
1950,  32.8  per  cent  of  all  women  over  14  worked  outside  their  homes  and 
27.5  million  families  counted  both  parents  as  breadwinners. 

By  1949,  women  owned  70  per  cent  of  the  nation's  wealth.  Their  control 
of  family  expenditures  continued  to  astonish  foreign  observers.  Both  as 
mothers  and  as  teachers,  American  women  exercised  an  uncommon  de- 
gree of  influence  on  the  development  of  youth.  To  that  influence,  a 
number  of  psychologists  attributed  every  deficiency  in  American  culture, 
from  the  failure  of  marriages  (because  men  unconsciously  detested  all 
women  as  symbols  of  the  mothers  and  teachers  who  had  housebroken 
them  to  civilization)  to  the  refusal  of  Americans  to  give  proper  respect 
to  the  intellectual  life.  "Mom"  had  spoiled  her  sons,  it  was  charged,  over- 
protected  them,  made  them  substitutes  for  the  deficiencies  she  found 
in  their  fathers.  "Mom"  misled  her  daughters,  too,  bringing  them  up  in 
exaggerated  notions  of  what  they  deserved  and  so  fostering  unwarranted 
resentment  when  life  and  husbands  did  not  meet  romantic  anticipations. 

In  the  field  of  communications,  trends  of  past  decades  continued. 
Newspaper  circulation  increased  during  the  40's,  but  the  number  of 
independent  newspapers  diminished.  Such  long  established  papers  as  the 
Boston  Transcript  (1941)  and  the  Philadelphia  Public  Ledger  (1942) 
ceased  publication.  In  1951,  that  newspaperman's  ideal,  the  New  York  Sun, 
fallen  into  innocuous  and  unread  gentility,  succumbed  and  was  merged 
with  the  Scripps-Howard  World-Telegram.  Between  1942  and  1945, 
while  the  1,787  American  dailies  decreased  by  38,  the  circulation  of  daily 
newspapers  rose  from  43.4  to  48.4  million.  In  1940,  88  per  cent  of  all 
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American  towns  had  only  one  newspaper,  or  had  all  their  newspapers 
in  the  same  ownership.  This  pattern  was  not  changed  during  the  decade. 

As  personal  journalism  declined,  columnists  gained  some  of  the  influ- 
ence lost  by  editorial  writers  and  by  newspaper  owners  as  writers.  In  fact, 
with  the  death  of  William  Randolph  Hearst  in  1951,  the  most  conspicuous 
exception  to  the  prevalent  anonymity  of  newspaper  ownership  was 
Robert  McCormick  Many  of  the  columnists  were  syndicated,  sold  by  a 
central  agency  to  newspapers  all  over  the  country.  The  "column"  itself 
evolved  from  contributed  verse  and  wit  in  the  years  before  World  War  I 
to  political  and  social  comment  in  the  decade  following  and  gossip  about 
celebrities  in  the  late  20's  and  early  30's.  Later  in  that  decade  and  during 
the  40's,  columnists  previously  devoted  to  trivia  showed  interest  in  the 
wider  world;  often  they  won  greater  audience  for  their  lively  observa- 
tions on  politics  and  international  affairs  than  writers  more  conven- 
tionally qualified  by  education  and  experience. 

Tendencies  toward  concentration  of  control  became  evident  in  book 
as  well  as  newspaper  publishing.  Of  all  books  sold,  60  per  cent  were 
produced  by  3  per  cent  of  the  publishers.  Half  a  dozen  houses  not  only 
produced  most  of  the  new  books  but  either  separately  or  in  combination 
owned  the  principal  firms  dealing  in  reprints.  With  the  appearance  of 
large-scale  issues  of  paper-bound  reprints  in  1939,  books  found  new 
retail  outlets  and  a  new  public.  Initially,  the  reprints  offered  light  popular 
works;  before  long,  however,  their  lists  included  serious  fiction  and 
general  works  as  well. 

The  level  of  photographic  illustration  continued  to  improve.  Although 
illustrations  no  longer  appeared  in  any  but  special  editions  of  adult 
fiction,  picture  books— humorous,  documentary,  artistic— became  increas- 
ingly popular.  Domestic  publishers  offered  more  illustrated  works  on  art 
while  devaluation  of  European  currencies  in  1949  fostered  importations 
which  further  increased  opportunity  for  appreciation  of  handsomely- 
illustrated  books. 

The  "comic  book"  which  had  appeared  in  the  30*s  retained  its  readers 
in  the  next  decade.  By  1949,  it  was  reckoned  that  only  40  per  cent  of  the 
people  who  bought  comics  were  in  the  8-to-18  year  age  group.  Although 
an  increasing  number  of  comics  offered  gay  stories  of  animals  and  teen- 
age mishaps,  the  persistence  of  sadistic  crime  tales  provoked  the  New 
York  Legislature  to  order  an  inquiry  into  the  effect  of  the  latter  on  the 
adolescent  reader.  By  November,  1951,  the  committee  had  heard  numer- 
ous witnesses  argue  contrariwise.  Some  asserted  that  such  comics  intensi- 
fied aggressive  drives  and  offered  detailed  directions  for  committing 
offenses.  Hence— and  with  small  regard  for  possible  repercussions  on 
civil  liberties  in  general— they  urged  that  local  police  authorities  be 
allowed  to  check  newsstand  sale  of  objectionable  comics.  Others  stressed 
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constructive  aspects,  particularly  the  comic's  ability  to  convey  the  core  of 
a  "classic"  in  palatable  form.  Still  others,  refusing  to  blame  comics  for 
juvenile  delinquency,  disliked  their  use  as  sugar  coating.  In  demand  for 
such  sugaring,  in  fact,  they  found  evidence  to  bear  out  the  contention 
that  Americans  were  becoming  a  nation  of  spectators  unwilling  to  seek 
pleasure  in  the  use  of  their  minds.  In  1952,  Governor  Dewey  of  New  York 
vetoed,  because  of  its  vagueness,  a  bill  barring  the  sale  of  publications 
"tending  to  incite"  young  people  to  commit  "violent,  immoral,  or  de- 
praved acts." 

Those  who  feared  the  effect  of  passively  accepted  entertainment  had 
their  uneasiness  increased  by  the  rapid  growth  of  television.  The  number 
of  TV  sets  in  use  rose  from  little  more  than  200,000  in  1948  to  an  esti- 
mated 16.3  million  in  1952.  These  were  provided  with  programs  by  more 
than  107  stations,  many  connected  into  networks  by  coaxial  cables.  On 
September  4,  1951,  transcontinental  facilities  were  made  available  for 
telecasting  and  set  owners  were  able  to  see  as  well  as  hear  President 
Truman  open  the  Japanese  Peace  Treaty  Conference.  Experimentation 
with  telecasting  in  color  matured  sufficiently  to  become  the  object  of  liti- 
gation in  1951  when  the  Radio  Corporation  of  America  challenged  the 
Federal  Communications  Commission  for  permitting  the  Columbia  Broad- 
casting Corporation  to  put  its  color  television  on  the  market  before  RCA 
could  perfect  its  own  technique.  In  RCA  et  al.  v.  U.S.  et  al  (341  U.S. 
412),  the  Supreme  Court  upheld  the  Commission's  refusal  to  reopen 
proceedings  at  RCA's  request.  Held  the  Court:  the  Commission  had 
followed  proper  procedure;  its  decision  that  the  public  should  have  access 
to  the  best  available  method  was  not  capricious;  the  courts  were  not  to 
overrule  administrative  decisions  because  of  disagreement  on  the  wisdom 
of  such  findings.  Thus,  once  again,  the  Supreme  Court  showed  itself 
ready  to  limit  its  own  sphere  of  action  in  a  fashion  which  demonstrated 
how  deeply  judicial  thinking  had  been  penetrated  by  the  reasoning  of 
Justice  Holmes. 

As  a  means  of  conveying  the  illusion  of  participation  in  significant 
public  events,  TV  was  far  more  effective  than  radio.  Its  implications  for 
social  development  were  even  more  striking.  It  added  another  factor  to 
pressures  for  standardizing  both  demand  and  behavior  since  it  brought 
sight  of  new  products,  fashions,  and  manners  directly  into  the  home. 
Radio  had  evoked  a  new  style  in  public  speaking  and  made  a  voice  adapt- 
able to  mechanical  transmission  important  to  campaigners.  TV  seemed 
likely  to  require  an  agreeable  presence  as  well.  Some  observers  antici- 
pated even  further  effect  on  political  life.  For,  when  a  Senate  committee 
inquiring  into  the  interstate  aspects  of  crime  telecast  its  hearings  in  1951, 
it  drew  men  from  their  business  affairs  and  housewives  from  their  tasks. 
And  when  the  counsel  for  that  committee,  Rudolph  Halley,  ran  as  an 
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independent  and  minority  party  candidate  for  president  of  the  City 
Council  of  New  York,  he  defeated  both  the  regular  Democratic  and  the 
Republican  nominees. 

As  entertainment,  TV  contented  itself  with  following  patterns  set  by 
radio  and  the  movies;  in  fact,  more  and  more  of  the  programs  came 
presented  on  film.  Like  radio,  TV  performances  were  financed  by  sale  of 
advertising  time.  It  seemed  probable  that  audiences  would  become  even 
less  critical  as  sets  became  available  to  lower-income  groups  and  equally 
likely  that  directors  would  seek  the  lowest  common  denominator  toler- 
able in  family  living  rooms. 

Whatever  the  quality  of  the  diversion  TV  offered,  by  1952  it  threatened 
to  make  radio  obsolescent  (although  the  census  reported  40  of  the 
nation's  42.5  million  homes  equipped  with  radios)  and  it  cut  into  movie 
boxoffice  receipts.  The  legal  framework  within  which  the  motion  picture 
industry  operated  was  considerably  altered  by  the  consent  decree  entered 
into  on  February  8, 1950,  in  the  federal  court  for  the  Southern  District  of 
New  York.  Antitrust  proceedings  against  the  largest  producing  and  dis- 
tributing companies  were  thus  terminated  by  agreement  under  which 
these  companies  consented  to  separate  the  business  of  exhibiting  films 
from  that  of  producing  and  distributing  them.  Practices  like  block- 
booking  and  tying  contracts  were  to  be  dropped  or  markedly  altered 
and  owners  of  smaller  theaters  were  to  be  given  greater  opportunity  to 
buy  pictures  of  their  own  choice  for  desirable  playing  dates. 

As  an  art  form,  the  movies  continued  to  bear  the  weight  of  censorship 
both  from  official  sources  and  by  pressure  groups.  In  May,  1952,  how- 
ever, the  Supreme  Court  extended  to  motion  pictures  some  of  the  Con- 
stitutional guarantees  of  freedom  of  expression:  states  and  localities 
might  not  ban  exhibition  of  films  merely  because  they  offended  group 
sensibilities.  Meanwhile,  some  films  of  the  war  and  early  postwar  period 
displayed  a  new  degree  of  maturity  in  presentation  and  theme.  This 
tendency  was  reinforced  by  the  success  of  foreign  films,  particularly  a 
number  made  in  Italy  in  which  truth  and  directness  counted  for  more 
than  elaborate  production.  By  1950,  a  leading  industry  trade  journal  re- 
ported motion  picture  producers  inclined  to  give  greater  weight  to  the 
tastes  of  urban  audiences  since  those  provided  the  largest  receipts. 

SCIENTIFIC  DEVELOPMENTS 

During  the  1940's,  physical  science  became  crucially  important  to 
national  welfare.  Wartime  mobilization  of  science  has  been  described. 
The  innovations  introduced  as  a  result  quickened  the  pace  of  industrial 
change  and  hinted  at  farther-reaching  change  to  come,  War  needs  stimu- 
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lated  wider  use  of  new  materials  like  synthetic  rubber  and  more  exten- 
sive utilization  of  such  older  materials  as  plywood  and  plastics.  By  1949, 
indeed,  synthetic  resins  and  plastics  were  a  billion  dollar  industry.  War 
needs  and  their  demands  upon  natural  resources  stimulated  recovery  of 
scarce  ores  like  manganese,  molybdenum,  and  vanadium  from  copper  or 
iron,  and  from  phosphate  by-products.  Resort  to  lower-grade  ores  was 
necessary  to  lessen  dependence  on  imported  supplies  of  nonferrous 
metals.  But  so  great  had  been  the  drain  of  war  requirements  that,  in  1947, 
Interior  Secretary  Krug  declared  that  within  25  years  the  United  States 
must  either  use  lower-grade  iron  ore  or  turn  to  the  Labrador,  Cuban,  and 
Brazilian  deposits  in  which  its  steel  industry  already  held  large  interests. 
The  cream  of  United  States  lead,  copper,  and  zinc  deposits  had  been 
skimmed.  Thus,  geology,  technological  development,  and  conservation 
must  work  together  that  the  United  States  might  make  the  best  use  of 
resources  which  could  no  longer  be  wasted  merely  because  they  seemed 
too  abundant  to  justify  costlier  and  more  cautious  use. 

Wartime  technological  development  ranged  from  application  of  mass 
production  methods  to  ship  and  airplane  production  to  the  growth  of 
powder  metallurgy.  This  saved  time  and  machinery  by  molding  intricately 
shaped  parts  out  of  powdered  metal  instead  of  cutting  and  polishing 
them  from  bars  or  sheets,  Notable  among  processes  and  techniques 
hastened  by  war  need  was  the  use  of  electronic  controls  in  industry.  As 
neon  lights  and  radio  tubes,  electronic  devices  had  become  familiar. 
During  the  40's,  radar  was  added  to  the  application  of  electronics.  Indus- 
try made  use  of  electronic  devices  for  governing  motor  speeds  and 
inspecting  metals.  Scientific  laboratories  and  industry  used  electronic 
computers,  machines  so  complex  that  they  might  be  made  to  behave  in 
variable  fashion  as  an  inserted  stimulus  suggested.  By  the  5CTs,  pioneers 
in  developing  these  computers  forecast  their  use  to  direct  other  machines 
and  so  eliminate  not  only  machine-tending  workers  but  even  minor 
supervisors. 

Out  of  wartime  limitation  on  the  use  of  tin  cans  came  opportunity  for 
the  expansion  of  a  frozen  food  industry.  By  1950,  the  housewife  who 
worked  outside  her  home  found  food  preparation  simplified.  Competition 
of  frozen  produce  became  so  effective  that  dealers  in  fresh  fruits  and 
vegetables  found  themselves  obliged  to  engage  in  costly  advertising 
campaigns  to  retain  their  accustomed  markets. 

Striking  illustration  of  advances  in  public  health  and  medicine  may  be 
seen  in  the  fact  that  between  1935  and  1945  expectation  of  life  at  birth 
increased  4.75  years.  Equally  significant,  the  difference  in  death  rate 
between  lower-income  holders  of  industrial  policies  and  middle-class 
holders  of  ordinary  life  insurance  policies  dropped  from  plus-11  to  plus-3 
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per  cent.  In  other  words,  higher  wages,  shorter  working  hours,  and  safer 
working  conditions  had  made  the  manual  worker's  life  longer.  Both  child 
and  maternal  mortality  decreased  strikingly.  The  latter  fell  63  per  cent 
in  the  period  1935-45  during  a  period  of  rising  birth  rates,  and  greatest 
improvement  was  shown  in  the  lower-income  groups.  A  new  set  of  medi- 
cal and  social  problems  appeared,  however.  For  the  American  population 
as  a  whole  was  aging  and  hence  increasingly  subject  to  disabling  chronic 
disease. 

In  August,  1950,  the  first  National  Conference  on  Aging  assembled 
medical  specialists,  economists,  and  social  workers  to  exchange  informa- 
tion and  perplexities.  One-third  of  all  persons  over  65  had  no  income; 
three-quarters  had  less  than  the  $1,000  a  year  needed  to  live  in  urban 
centers.  In  spite  of  savings  and  Social  Security  laws,  longer  life  too  often 
meant  increased  poverty.  As  union  contracts  secured  retirement  allow- 
ances for  older  workers,  industry  tended  to  discriminate  against  those 
who  sought  employment  in  middle  life,  for  they  would  soon  become 
burdens  on  the  pension  rolls.  Nor  was  it  easy  for  older  workers  who  were 
not  skilled  craftsmen  to  retain  their  jobs  after  reaching  retirement  age. 
Urban  living  made  it  difficult  for  older  members  of  the  family  to  remain 
with  their  children.  Retirement  itself  offered  problems.  If  observers 
found  that  the  American  middle-class  man  had  deplorably  few  resources 
outside  his  business  life,  the  worker's  position  was  worse.  His  living  space 
rarely  provided  room  for  hobbies;  more  rarely  still  did  his  tastes  turn  to 
intellectual  pastimes.  Even  more  troubling,  psychologically,  was  the  tend- 
ency of  age  to  assume  a  wisdom  unconfirmed  by  present  fact. 

While  the  results  of  medical  progress  brought  unexpected  problems  in 
their  wake,  medicine  continued  to  make  notable  advances.  The  armory 
of  antibiotics  was  enlarged  with  the  discovery  of  streptomycin,  aureo- 
mycin,  tyrothrycin,  chloromycetin,  and  neomycin,  Further  work  with  hor- 
mones promised  fresh  knowledge  in  physiology.  The  organized  group 
research  which  had  been  so  useful  during  the  war  helped  spread  the 
conviction  that,  given  time  and  sufficient  money,  any  physical  problem 
could  be  solved.  Accordingly,  scientists  went  to  work  on  polio,  cancer, 
diseases  of  the  heart,  arthritis,  and  even  cerebral  palsy.  Such  effort  had 
achieved  no  striking  curative  or  even  preventive  knowledge  by  1950. 
Nevertheless,  belief  that  problems  could  be  solved  by  rational  co- 
operative effort  seemed  especially  heartening  at  a  moment  when  many 
literary  and  philosophic  thinkers  cried  out  to  have  authority  put  the 
universe  in  order  for  them. 

Draft  experience  had  done  much  to  rouse  public  and  medical  interest 
in  problems  of  mental  health.  By  1944,  582,626  Americans  were  hospital- 
ized for  mental  disease  or  disorder;  with  more  adequate  facilities,  the 
number  might  rise  to  3  million.  Worsening  international  relations  and 
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increasing  social  and  economic  tension  made  likely  increased  mental  and 
emotional  disturbance.  Efforts  to  deal  with  resulting  problems  ranged 
from  Congressional  appropriations  for  psychiatric  research  and  training, 
under  the  National  Mental  Health  Act  of  1947,  to  assurance  that  religious 
faith  provided  the  most  effective  and  economical  form  of  mental  hygiene. 
Many  workers  in  psychological  phases  of  medicine,  meanwhile,  were 
increasingly  aware  of  the  interaction  between  society  and  mental  illness 
among  its  members.  Such  phenomena  as  alcoholism,  for  instance,  were 
interpreted  as  by-products  of  a  culture  at  once  extremely  competitive 
and  romantically  demanding  of  continual  happiness.  Like  numerous 
foreign  observers  of  the  American  scene,  many  psychologists  were  pre- 
pared to  assume  that  an  essential  immaturity  lay  at  the  heart  of  the 
troubles  which  afflicted  so  many  of  their  countrymen. 

To  that  immaturity  might  even  be  attributed  a  certain  disproportion 
between  expenditures  for  fundamental  research  and  demands  made  upon 
applied  science.  Although  spending  for  study  in  pure  science  did  increase, 
that  remained  inadequate  for  present  needs,  as  the  president  of  the 
California  Institute  of  Technology  complained  to  a  meeting  of  the  Amer- 
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lean  Management  Association  in  January,  1950.  Nevertheless,  Americans 
continued  to  do  distinguished  work  in  fundamental  research.  To  be  sure, 
Americans  still  borrowed  what  might  be  termed  the  "ideas"  of  their 
science,  the  theoretical  framework  within  which  discoveries  and  inven- 
tions were  made.  Threat  of  war  might  alter  that  situation,  too. 

For  competitive  atomic  armament  demanded  secrecy  concerning  new 
developments,  in  physics  particularly.  War  threat  might  also  require 
restriction  upon  information  about  scientific  research  in  other  fields, 
notably  bacteriology,  for  use  of  germs  and  germ  toxins  in  war  was  by  no 
means  inconceivable.  Thus,  a  spreading  pattern  of  secrecy  and  isolation 
might  destroy  the  ideal  of  an  international  community  of  scientific  effort 
and  information.  The  imaginative  might  even  remark  that  while  modern 
physics  had  realized  alchemy's  goal  and  succeeded  in  transmuting  ele- 
ments, political  forces  might  operate  to  return  science  to  the  alchemists' 
jealously-guarded  mystery. 

EDUCATION  AND  PHILOSOPHY 

Nevertheless,  a  number  of  physical  scientists  worked  to  bridge  the  gap 
the  nineteenth  century  had  opened  between  the  disciplines  which  hoped 
to  discover  Truth  by  disputation  and  those  which  sought  rules  of  guid- 
ance by  measurement,  experimentation,  or  mathematical  analysis.  \£ke 
validity  of  science  as  a  guide  to  the  choice  of  ends  lay  at  the  core  of 
controversy  in  education,  in  the  social  studies,  in  philosophy,  and  even 
in  literary  criticism.  Opponents  of  scientific  method  as  a  road  to  Truth 
appealed  to  its  insufficiency  in  the  field  of  values.  Yet  concerning  tests 
for  discrimination  among  values  comparatively  little  was  said.  Curiously, 
value— itself  a  term  of  economic  reference—became  the  standard  of  those 
opposed  to  economic  criteria  in  education. 

Elementary  and  secondary  schools  suffered  during  World  War  II  and 
in  the  postwar  years.  By  the  50's,  three-fourths  of  the  states  had  inade- 
quate school  space;  half  the  nation's  children  lived  in  areas  served  by 
ill-trained,  overburdened  teachers,  poorly  paid  and  unprotected  by 
security  of  tenure.  Federal  government  payments  under  the  Servicemen's 
Readjustment  Act,  however,  made  higher  education  accessible  to  many 
young  veterans.  And  in  1951,  in  spite  of  conscription  and  its  effect  upon 
college  enrollment,  the  United  States  Office  of  Education  reported  that 
1  in  every  50  white  Americans  was  enrolled  in  college,  as  against  1  in 
every  123  in  1930-31.  Another  significant  enlargement  of  educational  op- 
portunity came  with  the  growth  of  adult  education,  either  within  the 
formal  university  framework,  or  in  the  shape  of  discussion  and  study 
groups.  The  Great  Books  project,  which  often  used  public  libraries  not 
only  as  a  source  of  texts  but  as  a  meeting  place,  helped  bring  many 
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persons  into  immediate  contact  with  the  primary  sources  of  modern 
thought.  The  same  was  true  of  formal  adult  education.  Here,  too,  the 
humanities  and  the  sciences  wakened  as  much  interest  as  training  for 
more  profitable  vocations. 

Out  of  the  controversy  on  the  higher  learning  which  had  been  so 
evident  during  the  late  30's,  came  new  appreciation  of  aspects  of  the 
university  not  stressed  earlier,  when  higher  education  justified  itself  by 
its  furthering  of  individual  economic  advancement.  Educators  like  John 
U,  Nef  spoke  of  the  need  for  the  university's  becoming  a  center  of  art 
and  thought.  There  principles  might  b'e  reaffirmed  and  goodness,  wisdom, 
and  beauty  nourished  in  independence  of  the  marketplace.  And  to  a  far 
greater  degree  than  had  been  common  before  World  War  I,  universities 
did  foster  creative  work  in  literature  and  art  as  well  as  in  scientific 
research.  One  critic  even  asserted  that  as  seventeenth-century  English 
poetry  had  been  the  work  of  'clergymen  so  twentieth-century  American 
poetry  was  the  work  of  university  teachers.  Reviews  associated  with  uni- 
versities offered  a  forum  for  good  modern  verse,  for  criticism,  for  fiction, 
and  even  for  experiments  in  the  use  of  language.  Ideas  and  intellectual 
fashions  spread  from  these  journals  to  the  "quality"  magazines  and  thus 
filtered  down  through  larger  publics. 

Although  science  as  a  standard-setting  element  in  education  and  in 
thought  met  sharp  challenge,  scientific  partisans  defended  themselves 
with  attack.  Modern  chaos,  they  declared,  had  its  root  not  in  insufficient 
faith,  but  in  faith  misplaced  and  faiths  conflicting,  To  crucial  problems 
of  human  relations,  scientific  method  never  had  been  applied.  Before 
being  found  insufficient,  it  should  be  tried.  With  its  demand  for  clear 
questions,  unprejudiced  observation,  accurate  statement,  and  constant 
revision  of  assumptions,  scientific  method  oifered  the  educator  as  great  an 
opportunity  to  teach  common  moral  values  as  did  the  literature  of  Greece 
and  Rome. 

Against  exaggerated  compartmentalization  of  knowledge,  educators 
protested  and  even  took  action.  Rigid  specialization  became  less  fashion- 
able in  consequence  and  ^integration"  took  its  place  among  words  of 
power.  Sociology,  anthropology,  psychology,  and  political  science  refused 
to  remain  forever  separate.  Particularly  during  the  40's,  when  liberal 
democracy  was  challenged  by  fascism  and  the  notion  of  an  appointed 
elite  on  the  one  hand  and  by  Marxist  theories  on  the  other,  joint  study 
of  social  problems  in  the  light  of  all  the  social  disciplines  was  especially 
fruitful. 

While  John  Dewey  continued  dean  of  American  philosophers  during 
the  decade,  pragmatism  and  its  modifications  were  vigorously  attacked. 
William  James  had  glorified  fluidity  and  struggle.  His  philosophy  re- 
garded security  as  ignoble  and  the  demand  for  absolute  values  as  insist- 
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ence  on  security.  A  philosopher  living  in  a  world  which  had  not  known 
general  and  devastating  war  since  1815  might,  scorn  security  and  order. 
Even  an  order  imposed  by  intellectual  authority  might  be  gratefully 
received  by  a  generation  which  had  lived  through  two  world  wars  and 
a  world  depression  in  less  than  25  years.  Amusingly,  the  attack  on  prag- 
matism was  made  on  the  pragmatic  ground  that  it  fostered  the  evils 
latent  in  man's  aggressive  drives.  The  instability  of  American  culture,  and 
even  world  disorder,  was  charged  to  preoccupation  with  psychology, 
sociology,  and  scientific  method,  For  the  first  two  undermined  traditional 
loyalties  and  sanctions  by  exploring  their  origins  and  displaying  their 
varied  forms  in  time  and  among  different  societies.  And  scientific  method 
insisted  that  nothing  was  worthy  of  belief  unless  it  could  be  demon- 
strated. Since  application  of  that  method  had  produced  comforts  and 
eliminated  plagues,  science  had  been  set  above  metaphysics,  which  could 
demonstrate  the  existence  of  God  by  reason.  Hence,  the  modern  world's 
damnation  argued  Mortimer  J.  Adler  of  the  University  of  Chicago.  Instead 
of  a  reasoned  search  for  Truth,  modern  intellectual  life  had  become  an 
exhibition  of  opinions.  Science  drew  attention  from  more  important  mat- 
ters, the  re-establishment  of  fundamental  principles  and  the  achievement 
of  a  synthesis  of  modern  knowledge. 

Such  a  synthesis  might  be  desired  by  the  people  who  attended  the 
annual  conferences  on  "Science,  Philosophy,  and  Religion  in  their  Rela- 
tion to  the  Democratic  Way  of  Life,"  but  their  meetings  since  1939 
showed  more  longing  than  attainment.  Yet  such  earnest  gatherings  of 
representatives  of  the  three  fields  which  too  often  stood  apart  showed 
how  great  was  the  desire  to  strengthen  the  intellectual  base  and  buttress 
of  American  democracy. 

While  philosophic  principles  and  the  achievement  of  intellectual  order 
roused  new  interest,  other  students  sought  greater  understanding  of  lan- 
guage itself.  The  work  of  Sessue  Hayakawa  and  A?r  ad  Korzybski— who 
expounded  their  discovery  that  words  are  not  thing.  .  J  should  not  be 
treated  as  such— won  general  attention  through  popularizers  like  Stuart 
Chase.  Political  scientists,  as  well  as  the  advertisers  and  orators  who  had 
long  made  use  of  the  craft,  studied  the  methods  by  which  emotionally- 
colored  phrases  influenced  men's  conduct.  By  1951,  echoes  of  this  interest 
in  semantics  sounded  in  the  federal  courts.  Defense  lawyers  for  banking 
groups  charged  with  violating  the  antitrust  laws  in  their  security  deal- 
ings asserted  that  government  trial  examiners,  whose  findings  of  fact 
were  offered  as  testimony,  had  been  coached  in  semantics  to  draw  forth 
replies  which  would  show  bankers  in  a  bad  light, 
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MUSIC  AND  THE  FINE  ARTS 

Certain  aspects  of  popular  music,  jazz  for  example,  took  on  the  aspect 
of  a  cult  during  the  40's.  What  might  be  called  the  "schools"  of  jazz 
interpretation  disputed  as  noisily  as  any  groups  among  more  formal 
musicians.  Young  people  listened  to  gifted  instrumental  performers  not 
only  with  ecstasy  but  with  musical  knowledge  no  less  because  of  its  un- 
orthodoxy.  A  new  standard  of  excellence  appeared  in  which  the  given 
work  counted  for  almost  nothing  and  performance  became  new  creation 
rather  than  reproduction  of  the  composer's  intent. 

Formal  musicians  fell  into  two  groups,  those  who  followed  nineteenth- 
century  tradition  and  those  who  struggled  to  master  a  new  idiom. 
Although  members  of  both  groups  produced  competent  work  and  re- 
ceived fairly  gener^as  chances  for  hearing,  audiences  seemed  to  prefer 
the  familiar.  That  was  brought  them  not  only  by  the  radio  but  also  by 
performances  of  local  orchestras  and  vocal  groups.  Like  the  theater, 
opera  continued  limited  to  metropolitan  centers,  although  amateur  organ- 
izations and  college  music  groups  offered  presentations  of  surprising 
quality.  Opera  houses  continued  to  be  animated  museums  of  past  achieve- 
ment—no work  written  after  1915  had  won  a  place  in  the  Metropolitan's 
repertory,  for  instance— but  the  commercial  theater  presented  new  musi- 
cal dramas  like  the  Medium,  Lost  in  the  Stars,  and  the  Consul,  and  found 
works  of  artistic  merit  returned  a  reasonable  profit. 

In  the  realm  of  the  fine  arts,  the  40's  brought  notable  acceptance  of 
artistic  expression  as  part  of  living.  Instead  of  merely  buying  dead  men's 
masterpieces,  possessors  of  wealth  encouraged  living  artists.  Large  cor- 
porations sponsored  competitions  for  painters  and  if  the  winning  paintings 
rarely  were  distinguished  work,  their  reproduction  in  advertisements  gave 
many  people  the  opportunity  to  see  canvases  more  competent  and  sin- 
cere than  their  '  .al  fare.  Men  and  women  with  no  notion  of  profes- 
sional careers  foiinS  painting  a  pleasurable  diversion.  When  the  Art 
News  sponsored  an  amateur  competition  in  1949,  it  received  almost  two 
thousand  entries. 

The  modern  trend  which  had  continued  to  shock  art  critics  long  after 
1913  had  become  acceptable.  Indeed,  later  schools-like  the  surrealists 
who  sought  to  express  the  inspiration  of  their  subconscious— found  the 
modernists  old-fashioned.  Partisans  of  representational  art  attacked  all 
modernists  with  new  gusto,  however,  even  while  the  New  York  Metro- 
politan Museum  gave  first  prize  in  a  1950  competition  to  a  picture  which 
was  considered  abstractionist. 

Except  for  urgent  defense  needs,  World  War  II  suspended  building, 
private  and  public.  After  September,  1945,  need  for  buildings  was  so 
urgent  that  considerations  of  architectural  fitness  too  often  had  to  be 
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disregarded.  Nevertheless,  striving  for  utility,  for  simplicity  and  honest 
use  of  materials  became  as  professionally  reputable  as  skilful  assemblage 
of  classical  facades.  Even  in  cheaper  structures,  certain  aspects  of  what 
was  labelled  the  modern  style  won  general  acceptance.  Outmoded  build- 
ing codes  and  construction  craftsmen's  fears  of  losing  their  jobs  hampered 
the  most  effective  use  of  such  innovations  as  concrete  block  and  reinforced 
concrete  construction.  During  the  war  years,  much  was  heard  of  pre- 
fabrication  as  a  method  of  transforming  housing  into  a  largescale  mass- 
production  industry.  Although  prefabricated  wall  sections  were  generally 
used,  expectations  had  not  been  met  by  1952  and  some  of  the  most  publi- 
cized enterprises  in  prefabrication  were  bankrupt, 

LITERATURE  AND  THE  DRAMA 

By  the  50's,  the  disintegration  of  the  commercial  theater  had  proceeded 
to  the  point  where  it  could  scarcely  be  found  outside  metropolitan 
centers  and  resort  communities  drawing  upon  their  residents.  On  the 
other  hand,  amateur  and  university  theaters  flourished.  In  many  instances, 
the  latter  were  notably  well  equipped  and  integrated  into  a  program 
which  trained  students  for  creative  writing  and  all  aspects  of  play  pro- 
duction. Nevertheless,  those  students,  like  their  fellows  in  schools  of 
journalism,  brought  their  training  to  a  shrinking  market.  The  great  body 
of  commercial  productions  originated  in  New  York,  and  the  number  of 
plays  produced  tended  to  diminish.  Theaters  themselves  became  unavail- 
able for  plays  as  they  were  rented  to  accommodate  audiences  of  radio 
programs— which  charged  no  admission  and  often  held  out  the  bait  of 
prizes.  As  the  cost  of  producing  plays  increased,  risks  of  experimentation 
multiplied,  for  only  a  great  success  could  even  return  its  sponsors'  original 
investment.  Yet  the  American  theater  showed  itself  vital.  It  was  as  ready 
to  produce  interesting  new  work  as  any  theater  in  the  world  and  it 
possessed  striking  superiority  in  presentation. 

Nevertheless,  observers  might  note  that  the  most  successful  plays  of 
the  409s  rarely  dealt  with  the  problems  of  reasonably  competent  people 
willing  to  meet  the  real  world  in  its  complexity.  Rather,  American  play- 
wrights remained  devoted  to  the  "cult  of  the  poor  slob";  their  principal 
characters  were  failures,  amiable  ne'erdowells,  neurotics  forlorn  or  bump- 
tious. And  when,  after  years  of  silence,  Eugene  O'Neill  offered  a  new 
play,  The  Iceman  Cometh  had  for  its  theme  the  observation  that  without 
the  lenses  of  drink  or  illusion  man  could  not  endure  looking  upon  his  life. 

In  many  aspects,  the  literature  of  the  decade  reflected  a  yearning  for 
an  ordered  world.  Poets  rejected  the  impersonal  Nature  of  the  scientists, 
with  its  indifference  to  human  values,  and  wrested  a  more  satisfactory 
universe  from  classic  orthodoxies  seized  on  with  paradoxically  romantic 
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wilfulness.  Poetry  did  not  regain  its  audience,  however,  for  the  language 
of  modern  verse  became  no  less  complex  as  its  creators  joined  the  Roman 
Catholic  or  Anglican  Church.  At  least  one  critic,  R.  P.  Blackmur,  took  it 
for  granted  that  the  modern  poet  would  necessarily  be  so  alienated  from 
his  readers  that  his  view  of  life  would  appear  distasteful,  useless,  or  with- 
out significance.  This  became  entertainingly  clear  in  1949  when  the 
Bollingen  award  for  poetic  achievement  was  given  to  Ezra  Pound,  who 
had  done  so  much  to  change  English  and  American  poetry  before  World 
War  I,  and  who  had  been  saved  by  pleading  insanity  from  penalty  for 
treason  during  World  War  II.  That  a  traitor  might  be  a  great  poet  was 
possible.  That  Pisan  Cantos,  with  its  combination  of  erudition,  dirty 
words,  beautifully-edged  imagery,  and  Populist  monetary  theory  consti- 
tuted a  summit  of  modern  poetry  many  critics  were  unwilling  to  admit. 

Although  it  was  not  a  new  phenomenon,  it  is  noteworthy  that  many  of 
the  most  important  critics  of  the  period  were  among  its  best  poets.  As 
literary  critics,  poets  like  Allen  Tate  and  John  Peale  Bishop  shifted  the 
focus  of  interest  from  the  poets'  period  and  personality  to  his  work,  and 
particularly  to  the  manner  in  which  that  achieved  its  effects.  Perhaps  it 
was  their  craftsmen's  concern  which  revived  interest  in  dogma  among 
many  critics.  The  poet  sought  a  stable  mental  world  in  order  that  he 
might  get  on  with  his  work.  Occasionally,  the  tone  of  what  came  to  be 
called  the  "New  Criticism"  implied  a  veritable  assault,  planting  faith  in 
a  neutral  universe  frigid  to  the  poet's  need. 

While  critics  like  Yvor  Winters  appealed  for  reason  against  the  roman- 
tic errors  of  Emerson  and  Whitman,  many  writers  of  fiction— particularly 
in  the  short  story— cultivated  their  neuroses  diligently.  Although  much 
sound  work  was  done  in  the  novel,  during  the  40's  no  new  figure  of  the 
stature  of  Wolfe,  Hemingway,  or  Faulkner  appeared.  Younger  writers 
showed  fresh  interest  in  experiment  with  language  and  new  concern  with 
symbolism.  Early  in  the  decade,  Howard  Mumford  Jones  declared  that 
naturalism  in  art  was  not  compatible  with  democracy  since  it  offered  no 
imaginative  defense  of  freedom.  Whether  a  symbolism  influenced  by 
writers  like  Franz  Kafka— who  appeared  to  counsel  submission  before  the 
inconceivable— would  serve  democracy  more  effectively  seemed  dubious. 
Nor  were  symbolist  writers  especially  inclined  to  accept  the  duties  Jones 
had  suggested  for  them. 

LEVELS  OF  POPULAR  TASTE 

Few  things  showed  changing  tastes  more  clearly  than  the  character  of 
the  books  which  sold  widely  during  and  immediately  after  World  War  II. 
Contrast  for  example,  two  tales  of  the  adventures  of  a  draftee,  E.  L, 
Streeter's  Dere  Mable  and  See  Here,  Private  Hargrove.  The  first,  popular 
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during  World  War  I,  found  humor  in  its  hero's  inability  to  spell.  The 
second  offered  its  butt  more  subtly.  Its  leading  character  was  the  edu- 
cated and  presumedly  intelligent  man  laughing  at  himself  in  the  role  of 
soldier.  The  humor  which  artist  Bill  Mauldin  drew  from  the  spectacle 
of  men  at  war  was  far  more  grim  but  equally  rooted  in  reality. 

Indeed,  during  the  1940's,  the  public  seemed  ready  to  accept  realism 
both  in  detail  and  in  attitude.  Naturalistic  novels  like  Irwin  Shaw's 
Young  Lions  and  Norman  Mailer's  The  Naked  and  the  Dead  stood  high 
on  best-seller  lists.  War  reports  by  correspondents  sold  widely.  During 
the  immediate  postwar  years,  the  memoirs  of  leading  statesmen,  admirals, 
and  generals  won  equal  favor.  Yet  despite  the  popularity  of  first-hand 
accounts  by  the  eminent,  the  man  in  the  ranks  kept  the  center  of  atten- 
tion. Military  leaders  might  win  acclaim,  but  the  heroic  image  of  World 
War  II  was  either  the  dead  Unknown  Soldier  or  the  young  airman  to 
whom  much  was  permitted  because  soon  he  might  be  dead. 

Not  many  writers  found  glory  in  war.  Men  might  fight  desperately  for 
life,  but  they  had  few  illusions  about  the  nature  of  their  struggle.  The 
very  sense  of  moral  freedom  which  brought  what  exaltation  might  be  seen 
in  war  was  recognized  as  abandonment  of  the  individual's  responsibility 
for  choosing  the  manner  of  his  life. 

Meanwhile,  even  the  less-seriously  intended  books  of  the  40's  hinted 
at  a  striving  for  maturity  among  American  readers.  Gaudy  historical  tales 
offered  escape  from  the  present,  but  they  did  not  gloss  over  violence  or 
wretchedness  in  the  past  they  depicted.  Novelists  might  win  large  audi- 
ences for  stories  about  alcoholics  or  psychotics,  yet  those  stories  showed 
their  characters  not  as  horrible  examples  nor  as  creatures  displayed  to 
satisfy  morbid  curiosity  but  as  ordinary  human  beings  broken  by  their 
lives. 

Even  into  what  is  called  the  "underworld  of  literature"  penetrated 
something  of  this  new  understanding.  Thus,  as  TV  began,  to  supplant 
radio  in  the  50's,  crime  stories  reeking  with  violence  made  way  for  "science 
fiction."  And  this  variety  of  mechanical  fantasy  most  often  foretold  a 
super-mechanized  future  in  which  the  human  race  perished  by  its  own 
stupidity.  Evidently,  more  Americans  than  commonly  realized  had  learned 
that  material  inventiveness  alone  would  bring  more  problems  than  it 
solved. 

As  the  American  people  moved  into  the  second  half  of  the  twentieth 
century,  they  no  longer  looked  toward  the  unbroken  progress  which  they 
had  anticipated  as  a  matter  of  course  in  1900.  Then,  their  democratic 
institutions  based  upon  a  free  market  and  guided  by  business  leadership 
had  seemed  the  end  toward  which  society  was  evolving.  Now,  as  Ameri- 
can business  leadership  counted  its  material  accomplishments,  it  spoke 
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to  justify  as  well  as  to  congratulate.  For  the  free  market  economy  had 
as  rivals  not  merely  Communist  states  seeking  to  industrialize  overnight, 
but  economies  which  sought  to  bring  their  people  a  greater  measure  of 
the  good  life  by  planning  and  social  regulation. 

Within  the  United  States,  moreover,  there  sounded  challenge  to  the 
basic  idea  that  a  good  society  should  offer  all  citizens  the  maximum 
opportunity  to  raise  the  material  level  of  their  lives.,  That  success  bore 
witness  to  godliness  was  a  fundamental,  if  often  unexpressed,  assumption 
in  1900.  By  the  midcentury,  a  body  of  the  nation's  ablest  literary  critics 
and  educators  attacked  that  as  the  "Puritan  heresy."  In  their  view,  accept- 
ance of  leadership  by  an  intellectual  and  social  elite  had  more  significant 
human  values  to  offer  than  the  social  mobility  which  gave  all  free  chance 
to  strive  for  money  and  power. 

The  nation  which  had  just  begun  to  play  a  major  role  in  the  world 
theater  in  1900  held  the  center  of  the  stage  five  decades  later,  American 
publicists  had  crowed  joyously  at  the  prospect  in  1900.  Their  successors, 
in  the  50's,  weighed  the  responsibilities  of  world  leadership  with  sober 
restraint.  In  1900,  the  United  States  had  regarded  itself  as  the  antithesis 
of  Europe.  It  was  republican;  Europe  was  monarchist.  It  was  free; 
Europe  was  fettered.  It  was  the  land  of  the  average  man;  Europe  reserved 
the  best  in  its  culture  for  the  few.  Two  generations  later,  the  United 
States  regarded  itself  as  part  of  an  international  community  and  realized 
that  the  European  heritage  was  woven  into  its  own  way  of  life. 

At  the  half-century  mark,  the  misgivings  which  overseas  expansion 
had  brought  in  1900  were  replaced  by  deeper  misgivings  growing  out 
of  awareness  of  the  meaning  of  the  commitments  accepted  as  proper  to 
American  world  leadership.  But  in  spite  of  doubts  and  debating  and  a 
wholesome  humility,  Americans  continued  to  believe  in  their  ability  to 
solve  problems.  Although  he  often  seemed  too  ready  to  accept  the  views 
of  self -nominated  experts,  the  average  American  had  faith  in  his  destiny 
as  his  fellows  in  other  countries  did  not.  Because  of  that  belief,  some 
observers  declared  the  American  lacked  the  "tragic  sense  of  life."  Because 
of  that  belief,  said  others,  the  American  might  transcend  tragedy.  Instead 
of  man's  suffering  his  adverse  fate  nobly,  he  might  make  his  fate  one  to 
be  desired.  And  if  that  seemed  a  notion  more  fantastic  than  any  Utopia, 
the  people  who  had  broken  a  continent  to  their  use  would  scarcely  be 
balked  by  the  stubborn  nature  of  man. 
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Theodore  Roosevelt  and  Henry  Cabot  Lodge,  1884-1918,  2  v.  (1925);  Theo- 
dore Roosevelt,  Autobiography  (1913),  offer  further  enlightenment.  These 
also  repay  examination:  H.  Howland,  Theodore  Roosevelt  and  His  Times 
(1921);  W.  R.  Thayer,  Theodore  Roosevelt:  An  Intimate  Biography  (1919); 
Owen  Wister,  Roosevelt:  The  Story  of  a  Friendship  (1930).  Other  important 
political  figures  are  discussed  in  L.  A.  Coolidge,  An  Old-Fashioned  Senator: 
Orville  H.  Platt  (1910),  and  N.  W.  Stephenson,  Nelson  W.  Aldrich:  A  Leader 
in  American  Politics  (1930).  The  men  and  issues  of  the  time  are  discussed  by 
acute  reporters  in  A.  W.  Dunn,  From  Harrison  to  Harding  (1922);  A.  H. 
Kohlsaat,  From  McKinley  to  Harding  (1923) ;  Lincoln  Steffens,  Autobiography, 
2  v.  (1931) ;  William  Allen  White,  Masks  in  a  Pageant  (1928).  Raymond  Gros, 
editor,  Theodore  Roosevelt  in  Cartoon  (1910);  and  T.  A,  Shaw,  editor,  Cartoon 
History  of  Roosevelt's  Career  (1910),  offer  further  evidence  of  the  fact  that 
Roosevelt  was  the  answer  to  a  newspaperman's  prayer.  See  also,  John  T. 
McCutcheon,  Mysterious  Stranger  (1905). 

On  the  COAL  STRIKE  of  1902,  see  Elsie  Gliick,  John  Mitchell  (1929). 
RAILROAD  REGULATION  is  discussed  generally  in  W.  S.  Cunningham,  American 
Railroads  (1922);  E.  R.  Johnson  and  T.  W.  Van  Metre,  Principles  of  Railroad 
Transportation  (1921);  Eliot  Jones,  Principles  of  Railway  Transportation 
(1923);  W.  Z.  Ripley,  Railway  Problems  (1913),  and  Railroads:  Rates  and 
Regulation  (1913).  The  railroad  measures  of  the  Roosevelt  Administration  will 
be  found  in  the  political  histories  cited  above.  See  also,  R.  M.  LaFollette, 
Autobiography  (1913),  for  an  account  of  his  struggle  to  make  the  value  of 
physical  property  the  base  for  railroad  rate  regulation.  Financial  aspects  of 
railroad  consolidation  are  discussed  in  Louis  D.  Brandeis,  Other  People's 
Money  (1914),  and  Lewis  Corey,  House  of  Morgan. 

CONSERVATION  is  discussed  in  B.  H.  Hibbard,  History  of  Public  Land  Policies 
(1924);  Gifford  Pinchot,  Fight  for  Conservation  (1910);  C.  R.  Van  Hise  and 
L.  Havemeyer,  Conservation  of  Our  Natural  Resources  (1930). 

On  the  struggle  for  FEDERAL  PURE  FOOD  AND  DRUG  LAWS,  Gustavus  Afc 
Weber,  Food,  Drug,  and  Insecticide  Administration  (1928),  and  Stephen 
Wilson,  Food  and  Drug  Regulation  (1942),  offer  some  background  material 
Harvey  W.  Wiley,  History  of  a  Crime  against  the  Food  Law  (1929),  and 
Autobiography  (1930),  gives  an  angry  but  interesting  account  of  his  attempt 
to  secure  and  enforce  the  1906  law.  Samuel  Hopkins  Adams,  Great  American, 
Fraud  (1905-7,  republished  in  1912),  is  an  instance  of  effective  "muckraking." 
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FOREIGN  AFFAIRS  UNDER  ROOSEVELT:  See  the  diplomatic  histories 
and  documentary  materials  cited  under  TEXTBOOKS  AND  SERIES.  For  general 
views,  see  also,  A,  C.  Coolidge,  United  States  as  a  World  Power  (1908);  C.  R. 
Fish,  American  Diplomacy  (rev.  ed.,  1923);  W.  F.  Johnson,  America's  Foreign 
Relations,  2  v.  (1916);  J.  H.  Latane,  History  of  American  Foreign  Policy.  In 
addition,  see,  Alfred  L.  P.  Dennis,  Adventures  in  American  Diplomacy,  1896- 
1906  (1928),  and  H.  F.  Pringle,  Roosevelt. 

On  the  development  of  NAVALISM,  see,  C.  S.  Alden  and  Allan  Westcott, 
United  States  Navy:  A  History  (1943);  Bernard  Brodie,  Sea  Power  in  the 
Machine  Age  (1945);  Gordon  C.  O'Gara,  Theodore  Roosevelt  and  the  Rise 
of  the  Modern  American  Navy  (1943);  Harold  and  Margaret  Sprout,  Rise  of 
American  Naval  Power,  1776-1918  (1939). 

On  the  PANAMA  CANAL,  see,  J.  B,  Bishop,  Panama  Gateway  (1915);  Miles 
P.  Du  Val,  And  the  Mountains  Will  Move  (1947),  and  Cadiz  to  Cathay 
(1947);  W.  D.  McCain,  United  States  and  the  Republic  of  Panama  (1937); 
Gerstle  Mack,  Land  Divided  (1946);  W.  F.  McCaleb,  Theodore  Roosevelt 
(1931);  D.  C.  Miner,  Fight  for  the  Panama  Route  (1940);  M.  W.  Williams, 
Anglo-American  Isthmian  Diplomacy,  1815-1915  (1916). 

These  books  deal  with  LATIN- AMERICAN  PROBLEMS;  Chester  L.  Jones,  Carib- 
bean Interests  of  the  United  States  (1916);  Dexter  Perkins,  Monroe  Doctrine, 
1867-1907  (1937).  H.  C.  Hill,  Roosevelt  and  the  Caribbean  (1927),  deals 
with  the  Venezuela  incident. 

EUROPEAN  RELATIONS  are  discussed  in  Allan  Nevins,  Henry  White:  Thirty 
Years  of  American  Diplomacy  ( 1930) .  PACIFIC  RELATIONS  are  treated  generally 
in  Tyler  Dennett,  Americans  in  Eastern  Asia  (1922);  A.  W.  Griswold,  Far 
Eastern  Policy  of  the  United  States  (1938) ;  and  G.  F.  Kennan,  American  Diplo- 
macy (1951).  Particular  aspects  of  the  Roosevelt  policy  are  set  forth  in  T.  A. 
Bailey,  Theodore  Roosevelt  and  the  Japanese- American  Crises  (1934);  G.  H. 
Blakeslee,  editor,  Japan  and  Japanese- American  Relations  (1910);  Tyler  Den- 
nett, Theodore  Roosevelt  and  the  Russo-Japanese  War  (1925);  P.  C.  Jessup, 
Elihu  Root,  2  v.  (1938);  P.  J.  Treat,  Diplomatic  Relations  between  the  United 
States  and  Japan,  3  v.  (1932-38).  See  also,  E.  H.  Zabriskie,  American-Russian 
Rivalry  in  the  Far  East:  A  Study  in  Diplomacy  and  Power  Politics,  1895-1914 
(1946). 

Chapter  4 

GENERAL  WORKS.  See  Chapter  3  and  the  biographical  materials  cited 
there.  See  also,  economic  histories  under  TEXTBOOKS  AND  SERIES  and  H.  U. 
Faulkner,  Quest  for  Social  Justice. 

ECONOMIC  PATTERNS.  For  INDUSTRIAL  CONCENTRATION,  the  SHERMAN 
ACT,  and  THE  GOVERNMENT  AND  THE  TRUSTS,  see  the  books  on  CONCENTRA- 
TION OF  CONTROL  cited  in  Chapter  2.  On  the  fate  of  the  Sherman  Act  in  the 
Supreme  Court,  see,  M.  C.  Klinkhamer,  Edward  Douglas  White:  Chief  Justice 
of  the  United  States  (1942);  Charles  Warren,  Supreme  Court  in  United  States 
History,  3  v.  (1922).  Properly  discounted  for  bias,  Gustavus  Myers,  History  of 
the  Supreme  Court  of  the  United  States  (1912),  is  useful.  See  also,  Brooks 
Adams,  Theory  of  Social  Revolution  (1914). 

On  FINANCIAL  PROBLEMS,  MONEY  AND  CREDIT,  and  THE  MONEY  POWER, 
see  D.  R.  Dewey,  Financial  History  of  the  United  States.  W.  L  King,  Wealth 
and  Income  of  the  United  States  (1919),  includes  available  data  on  income 
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distribution.  Lewis  Corey,  House  of  Morgan,  Allan  Nevins,  Rockefeller,  and 
the  books  cited  under  CONCENTRATION  OF  CONTROL  in  Chapter  2  continue 
useful.  See  also,  Louis  Brandeis,  Other  People's  Money. 

On  LABOR,  W.  J.  Lauclc  and  Edgar  Sydenstricker,  Condition  of  Labor  in 
American  Industries  (1917),  is  a  convenient  summary  based  on  the  investiga- 
tion of  the  Industrial  Relations  Commission.  On  the  labor  movement,  see  Selig 
Perlman  and  Philip  Taft,  History  of  Labor  in  the  United  States.  See  also,  R.  F. 
Hoxie,  Trade  Unionism  in  the  United  States  (1917).  John  Mitchell,  Organized 
Labor  (1903),  and  Elsie  Gliick,  John  Mitchell,  offer  insight  into  the  views  and 
life  of  a  leader  who  rose  to  prominence  during  this  period.  Paul  Brissenden, 
I.W.W.  (1920),  is  a  scholarly  account-  of  the  organization.  Ralph  Chaplin, 
Wobbly  (1948),  and  William  D.  Haywood,  Bill  Haywood's  Book  (1929), 
give  participants7  accounts.  The  legal  position  of  organized  labor  is  illuminated 
by  Edward  Berman,  Labor  and  the  Sherman  Act,  and  Elias  Lieberman,  Unions 
bejore  the  Bar  (1950),  which  presents  leading  cases  in  their  historical  setting. 

These  works  describe  the  SOCIALIST  MOVEMENT:  Morris  Hillquit,  History  of 
Socialism  in  the  United  States  (1910);  Ira  Kipnis,  American  Socialist  Move- 
ment,  1897-1912  (1952);  Socialist  Labor  Party,  Daniel  De  Leon;  The  Man 
and  His  Work  (1919).  McAlister  Coleman,  Eugene  V.  Debs  (1930),  and  Ray 
Ginger,  Bending  Cross:  A  Biography  of  Eugene  V.  Debs  (1949),  are  useful 
biographies  of  the  chief  Socialist  leader;  A.  M.  Schlesinger,  Jr.,  Writings  and 
Speeches  of  Eugene  V.  Debs  (1948),  gives  access  to  some  first-hand  material. 

POLITICAL  PATTERNS.  Enlightenment  on  the  factors  influencing  the 
REFORM  MOVEMENT  will  be  found  in  the  works  of  the  "muckrakers"  and  the 
political  and  social  thinkers  cited  in  the  text.  Ray  Stannard  Baker,  American 
Chronicle  (1945),  and  William  Allen  White,  Autobiography  (1945),  are  inter- 
esting personal  accounts.  See  also,  these  appraisals  of  the  Progressive  Move- 
ment: John  Chamberlain,  Farewell  to  Reform  (1933);  Louis  Filler,  Crusaders 
for  American  Liberalism  (1939);  Richard  Hofstadter,  American  Political  Tradi- 
tion (1948);  Matthew  Josephson,  President  Makers:  The  Culture  of  Politics 
in  an  Age  of  Enlightenment,  1896-1916  (1940);  C.  C.  Regier,  Era  of  the 
Muckrakers  (1932).  For  dubious  second  thoughts  by  participants,  see,  F.  C. 
Howe,  Confessions  of  a  Reformer  (1925);  Lincoln  Stefiens,  Autobiography, 

2v.  (1931).  1     . 

On  PROBLEMS  OF  MUNICIPAL  GOVERNMENT,  Clifford  W.  Patton,  Battle  for 
Municipal  Reform  (1940),  supplies  background.  Lincoln  Steffens,  Shame  of 
the  Cities  (1904),  is  masterly  reporting.  Edward  J.  Flynn,  You're  the  Ross: 
An  Autobiography  (1947),  shows  patterns  persisting  through  change.  Harold 
Zink,  City  Bosses  in  the  United  States  (1930),  is  a  scholarly  treatment.  Efforts 
to  improve  the  situation  are  shown  in  Fred  A.  Cleveland  and  A.  E.  Buck, 
Budget  and  Responsible  Government  (1920);  H.  A.  Stone,  and  associates, 
City  Manager  Government  in  the  United  States:  A  Review  after  25  Years 
(1940).  Tom  L.  Johnson,  My  Story  (1911),  is  the  autobiography  of  a  traction 
magnate  won  to  public  service  by  reading  Henry  George. 

The  STRUGGLE  FOR  RESPONSIBLE  GOVERNMENT  is  further  discussed  in  C.  A. 
Beard,  American  Government  and  Politics  (rev,  ed.,  1931),  and  S.  P.  Orth  and 
R  E.  Cushman,  American  National  Government  (1931).  The  work  of  state 
reformers  is  illustrated  by  the  career  of  R.  M.  LaFollette.  See,  the  Auto- 
btoeravhw  E  N.  Doan,  LaFollettes  and  the  Wisconsin  Idea  (1947);  and 
A  T  Lovejoy,  LaFollette  and  the  Establishment  of  the  Direct  Primary  in 
Wisconsin  (1941).  E.  K.  Sikes,  State  and  Federal  Corrupt  Practices  Legisla- 
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tion  (1926),  describes  efforts  to  deal  with  the  cruder  aspects  of  corruption. 
Political  thought  is  surveyed  in  C.  E.  Merriam,  American  Political  Ideas,  1867- 
1917  (1920). 

On  SOCIAL  LEGISLATION,  see,  J.  B.  Andrews  and  J.  R.  Commons,  Principles 
of  Labor  Legislation  (1927);  F.  E.  Haynes,  Social  Politics  in  the  United  States 
(1924) ;  W.  E.  Weyl,  New  Democracy  (1912) .  The  following  cast  light  on  the 
courts  and  social  legislation:  Felix  Frankfurter,  editor,  Mr.  Justice  Brandeis 
(1932);  Max  Lerner,  Mind  and  Faith  of  Justice  Holmes  (1943);  Alpheus  T. 
Mason,  Brandeis  Way  (1938). 

Chapter  5 

GENERAL  WORKS.  See  titles  under  Chapter  4. 

SOCIAL  ISSUES  OF  THE  PROGRESSIVE  PERIOD.  On  the  NEGRO,  see: 
John  Hope  Franklin,  From  Slavery  to  Freedom  (1947);  Basil  Matthews, 
Booker  T.  Washington;  Educator  and  Interracial  Interpreter  (1948);  Carter 
G.  Woodson,  Negro  in  Our  History  (9th  ed.,  1947). 

On  the  rising  demand  for  WOMEN'S  SUFFRAGE,  see,  C.  C.  Catt,  Woman 
Suffrage  and  Politics  (1938);  National  American  Woman  Suffrage  Association, 
Victory:  How  Women  Won  It  (1940). 

On  the  PROHIBITION  drive,  see,  E.  H.  Cherrington,  Evolution  of  Prohibition 
in  the  United  States  (1920);  Mary  Earhart,  Frances  Willard.  These  books  deal 
with  the  Face  of  Life  in  the  PROGRESSIVE  PERIOD:  For  the  angry  vision  of  a 
progressive  moving  left,  Heywood  Broun,  editor,  Best  of  Art  Young  (1931). 
Fairfax  Downey,  Portrait  of  an  Era  as  Drawn  by  Charles  Dana  Gibson  (1936), 
includes  excellent  illustrations  of  the  image  in  which  women  sought  to  mold 
themselves  from  1890  to  World  War  I.  See  also,  the  pictorial  material  listed 
under  TEXTBOOKS  AND  SERIES,  Lloyd  Morris,  Not  So  Long  Ago,  and  other 
references  under  this  heading  in  Chapter  2.  Elmer  Ellis,  Mr.  Dooley's  America: 
A  Life  of  Finley  Peter  Dunne  (1941),  is  interesting;  even  more  so  are  the 
comments  of  Mr.  Dooley  himself,  conveniently  sampled  in  Elmer  Ellis,  editor, 
Mr.  Dooley  at  his  Best  (1938).  Douglas  Gilbert,  Lost  Chords  (1940),  seeks  the 
American  spirit  in  popular  songs. 

THE  ARTS  IN  THE  PROGRESSIVE  PERIOD.  Of  HISTORIES  OF  AMERICAN 
LITERATURE,  Oscar  Cargill,  Intellectual  America:  Ideas  on  the  March  (1941); 
Horace  Gregory,  History  of  American  Poetry,  1900-1940  (1946);  Alfred  Kazin, 
On  Native  Grounds  (1942);  R.  E.  Spiller,  and  others,  Literary  History  of 
the  United  States,  v.  2  (1948);  Arthur  N.  Quinn,  and  others,  The  Literature 
of  the  American  People  (1951),  are  most  serviceable.  For  direct  experience 
of  the  period's  writing,  the  student  should  have  Dreiser  show  him  the  con- 
temporary world  in  the  Titan  (1914),  and  let  Gertrude  Stein,  Three  Lives, 
mark  the  way  to  literary  worlds  to  come.  Upton  Sinclair's  Jungle,  Frank  Norris's 
Pit  (1903),  and  popular  "problem"  novels  like  Winston  Churchill's  Inside  of 
the  Cup  (1913),  cast  light  on  contemporary  attitudes.  Oliver  W.  Larkin,  Art 
and  Life  in  America  (1949),  is  a  generously-illustrated  though  none  too  well 
organized  general  work  on  the  plastic  arts.  Waldo  Frank,  and  others,  America 
and  Alfred  Stieglitz  (1934),  presents  the  work  of  a  great  photographer. 

The  student  seeking  further  acquaintance  with  INTELLECTUAL  CHANGES  will 
be  well  served  by  the  books  of  Dorfman,  Schneider,  and  White  cited  above. 
For  the  new  current  in  PHILOSOPHY,  see,  Sidney  Hook,  John  Dewey  (1939), 
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and  R.  B.  Perry,  Thought  and  Character  of  William  James,  2  v.  (1935).  These 
examples  of  the  new  trend  in  the  SOCIAL  STUDIES  repay  reading;  C.  A.  Beard, 
Economic  Interpretation  of  the  Constitution  (1913);  Herbert  Croly,  Promise 
of  American  Life  (1909);  James  Harvey  Robinson,  New  History  (1912);  J. 
Allen  Smith,  Spirit  of  American  Government  (1907);  W.  C.  Mitchell,  editor, 
What  VeUen  Taught  (1936).  Thorstein  Veblen,  Theory  of  Business  Enterprise 
(1904),  should  be  read  by  those  who  want  to  understand  seriously  the  temper 
of  the  period. 

THE  TAFT  ADMINISTRATION.  See  the  political  histories  cited  under 
GENERAL  WOKKS.  See  also,  H.  F.  Pringle,  Life  and  Times  of  William  Howard 
Taft,  2  v.  (1939).  Taft  and  Roosevelt:  The  Intimate  Letters  of  Archie  Butt, 
2  v.  (1930),  is  an  unwittingly  amusing  self-portrait  as  well  as  an  interesting 
picture  of  the  relationship  between  the  two  leaders. 

On  RAILROAD  LEGISLATION  and  the  REFORM  OF  THE  HOUSE,  see  titles  under 
RAILROAD  REGULATION  above.  See  also  the  following  works  on  Republican 
Insurgency:  Thomas  Dreier,  Heroes  of  Insurgency  (1910);  K.  W.  Heckler, 
Insurgency:  Personalities  and  Policies  of  the  Taft  Era  (1940).  C.  S.  Bowers, 
Beveridge  and  the  Progressive  Era  (1932),  E.  N.  Doan,  LaFollettes,  and 
Alfred  Lief,  Democracy's  N  orris:  The  Biography  of  a  Lonely  Crusade  (1939), 
help  round  out  the  story. 

On  the  TARIFF  OF  1909,  in  addition  to  the  general  accounts  in  economic 
histories  listed  under  TEXTBOOKS  AND  SERIES,  see  these  special  studies:  P.  Ash- 
ley, Modern  Tariff  History  (1920) ;  Ida  M.  TarbeU,  Tarif  in  Our  Times  (1911) ; 
F.  W.  Taussig,  Tariff  History  of  the  United  States  (rev.  ed.,  1931),  H.  Parker 
Willis,  "Tariff  of  1909,"  Journal  of  Political  Economy  (January-March,  1910), 
is  a  scholarly  contemporary  account.  L.  W.  Ellis,  Reciprocity,  1911:  A  Study 
in  Canadian- American  Relations  (1939),  details  an  ironic  aftermath. 

H.  L.  Ickes,  Not  Guilty:  An  Official  Inquiry  into  the  charges  made  by  Glavis 
and  Pinchot  against  Richard  A.  Ballinger. . . .  (1940),  uses  Interior  Department 
files  to  give  the  quietus  to  an  old  scandal. 

On  the  CAMPAIGN  OF  1912,  for  general  discussion,  see,  C.  A.  Beard,  Con- 
temporary American  History  (1914);  F.  A.  Ogg,  National  Progress;  E.  E. 
Robinson,  Evolution  of  American  Political  Parties.  See  also,  B.  F.  De  Witt, 
Progressive  Movement  (1915);  F.  E.  Haynes,  Third  Party  Movements  since 
the  Civil  War  (1916);  G.  E.  Mowry,  Theodore  Roosevelt  and  the  Progressive 
Movement  (1946).  For  PERSONAL  ACCOUNTS,  see  R.  M.  LaFollette,  Auto- 
biography; Theodore  Roosevelt,  New  Nationalism  (1910);  Woodrow  Wilson, 
New  Freedom  (1913).  The  Baltimore  convention  is  discussed  by  Arthur  Link, 
Wilson:  The  Road  to  the  White  House  (1947).  See  also,  W.  J.  Bryan,  Tale  of 
Two  Conventions  (1912),  and  Champ  Clark,  My  Quarter  Century  of  American 
Politics  (1920).  Donald  Richberg,  Tents  of  the  Mighty  (1930),  offers  an  enter- 
taining picture  of  the  organization  of  the  Progressive  Party.  Nelson  Harding, 
Political  Campaign  of  1912  (1912),  shows  the  struggle  with  the  pencil  of  a 
gifted  cartoonist. 

Chapter  6 

GENERAL  WORKS.  The  books  by  Beard  and  E.  E.  Robinson  cited  under 
Chapter  5  continue  useful.  Serviceable  also  is  F.  L.  Paxson,  American  Democ- 
racy and  the  World  War;  Pre-War  Years,  1912-17  (1936).  Of  the  WILSON 
BIOGRAPHIES,  R.  S.  Baker,  Woodrow  Wilson:  Life  and  Letters,  8  v.  (1927-39), 
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is  authorized.  Further  insight  will  be  gained  from  W.  E.  Dodd,  Woodrow 
Wilson  and  His  Work  (1921);  Charles  Seymour,  Woodrow  Wilson  and  the 
World  War  (1921);  William  Allen  White,  Woodrow  Wilson:  The  Man,  His 
Times,  and  His  Task  (1924).  Among  accounts  by  co-workers,  these  may  be 
cited:  Josephus  Daniels,  Life  of  Woodrow  Wilson  (1921),  and  Wilson  Era: 
Years  of  Peace,  1910-17  (1944);  D.  F.  Houston,  Eight  Years  with  Wilsons 
Cabinet  (1926);  William  G.  McAdoo,  Crowded  Years  (1931);  J.  P.  Tumulty, 
Woodrow  Wilson  as  I  Knew  Him  (1925). 

On  the  TARIFF  ACT  OF  1913,  see  the  general  titles  cited  under  the  TAKIFF 
ACT  OF  1909  in  Chapter  5. 

THE  FEDERAL  RESERVE  SYSTEM.  A.  B.  Hepburn,  History  of  Coinage 
and  Currency  in  the  United  States  (rev.  ed.,  1924) ;  E.  W.  Kemmerer,  A  B  C  of 
the  Federal  Reserve  System  (1918);  H.  L.  Reed,  Development  of  Federal 
Reserve  Policy  (1922);  H.  Parker  Willis,  Federal  Reserve  System  (1923); 
P.  M.  Warburg,  Federal  Reserve  System,  2  v.  (1930) .  Accounts  by  participants 
will  be  found  in  Carter  Glass,  Adventure  in  Constructive  Finance  (1927),  and 
R.  L.  Owen,  Federal  Reserve  Act  (1919). 

TRUST  LEGISLATION.  See  the  titles  cited  under  the  SHERMAN  ACT  and 
INDUSTRIAL  CONSOLIDATION  in  Chapter  4.  See  also,  L.  D.  Brandeis,  Other 
People's  Money;  G.  C.  Henderson,  Federal  Trade  Commission  (1924);  D.  M. 
Keezer  and  S.  Macy,  Public  Control  of  Business  (1930);  W.  H.  Taft,  Antitrust 
Act  and  the  Supreme  Court  (1914). 

AGRARIAN  LEGISLATION.  Clara  Eliot,  Farmers  Campaign  for  Credit 
(1927),  covers  the  principal  measures  enacted.  For  a  banker's  view  during 
the  legislative  struggle,  see,  Kingman  M.  Robins,  Farm  Mortgage  Handbook 
(1916). 

Chapter  7 

GENERAL  WORKS.  See  the  titles  in  diplomatic  history  cited  under  TEXT- 
BOOKS AND  SERIES  as  well  as  the  general  works  listed  in  Chapter  6.  For  a 
special  study  of  the  animus  of  Wilson's  policy,  see,  Harley  Notter,  Origins  of 
the  Foreign  Policy  of  Woodrow  Wilson  (1937).  Cole  Taylor,  Recognition 
Policy  of  the  United  States  since  1901  (1928),  deals  with  a  topic  of  continu- 
ing significance. 

On  CARIBBEAN  POLICY,  see,  W.  H.  Calcott,  Caribbean  Policy  of  the  United 
States,  1890-1920  (1942);  C,  L.  Jones,  Caribbean  Interests  of  the  United 
States  (1916),  and  Caribbean  Backgrounds  and  Prospects  (1931);  Dana  G. 
Munro,  United  States  and  the  Caribbean  Area  (1934).  L.  L,  Montague,  Haiti 
and  the  United  States,  1714-1938  (1940),  puts  relations  with  that  republic 
into  perspective.  Sumner  Welles,  Naboth's  Vineyard:  The  Dominican  Republic, 
1844-1924,  2  v.  (1928),  is  a  detailed  study. 

On  MEXICAN  RELATIONS,  C.  W.  Hackett,  Mexican  Revolution  and  the  United 
States,  1910-26  (1926);  J.  F.  Rippy,  and  associates,  Mexico  (1928);  J.  F. 
Rippy,  United  States  and  Mexico  (rev.  ed.,  1931),  all  give  standard  accounts. 
See  also,  J.  M.  Callahan,  American  Foreign  Policy  in  Mexican  Relations 
(1932);  Frank  Tannenbaum,  Mexico  (1950).  The  varying  character  of  Ameri- 
can policy  is  illustrated  by  Henry  Lane  Wilson,  Diplomatic  Episodes  in  Mexico, 
Belgium,  and  Chile  (1927),  and  U.  S.  Department  of  State,  Papers  Relating  to 
the  Foreign  Relations  of  the  United  States:  The  Lansing  Papers,  1914-20,  2  v., 
(1940). 
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On  COLONIAL  POLICY  under  Wilson,  see  titles  cited  under  Chapter  2, 
COLONIES  AND  OVERSEAS  RESPONSIBILITIES. 

On  FAR  EASTERN  RELATIONS,  A.  W.  Griswold,  Far  Eastern  Volley  of  the 
United  States,  continues  serviceable.  See  also,  the  diplomatic  histories  cited 
under  TEXTBOOKS  AND  SERIES.  Paul  Hibbert  Clyde,  United  States  Policy  toward 
China:  Diplomatic  and  Public  Documents,  1839-1939  (1940),  is  a  convenient 
collection.  For  the  imperialism  and  dollar  diplomacy  which  Wilson  repudiated, 
consult:  Scott  Nearing,  American  Empire  (1921);  Scott  Hearing  and  Joseph 
Freeman,  Dollar  Diplomacy  (1925).  On  American  activity  in  China,  see, 
Herbert  Croly,  Willard  Straight  (1924);  F.  V.  Field,  American  Participation 
in  the  China  Consortiums  (1931);  H.  K.  Norton,  China  and  the  Powers 
(1927);  J.  W.  Overlach,  Foreign  Financial  Control  in  China  (1919).  J.  G. 
Reid,  Manchu  Abdication  and  the  Powers,  1908-12  (1935),  presents  the  situa- 
tion at  the  accession  of  the  Wilson  Administration. 

On  the  SIBERIAN  EPISODE,  see,  W.  S.  Graves,  America's  Siberian  Adventure, 
1918-1920  (1930),  for  an  account  by  a  participant;  and  John  Albert  White, 
Siberian  Intervention  (1950),  for  scholarly  hindsight. 

Chapter  8 

THE  UNITED  STATES  AND  EUROPE.  For  general  treatments,  see  the 
diplomatic  histories  listed  under  TEXTBOOKS  AND  SERIES. 

On  the  PEACE  MOVEMENT,  see,  Devere  Allen,  Fight  for  Peace  (1930); 
M.  E.  Curti,  Peace  or  War:  The  American  Struggle,  1636-1986  (1936);  Jerome 
Davis,  Contemporary  Social  Movements  (1930);  F.  G.  Tuttle,  Alternatives  to 
War  (1931).  See  also,  Merle  E.  Curti,  "Bryan  and  World  Peace,"  Smith  Col- 
lege Studies  in  History,  Vol.  XVI,  No.  2-3,  April-July,  1931.  Marie  L.  Degen, 
"History  of  the  Woman's  Peace  Party,"  Johns  Hopkins  University  Studies  in 
Historical  and  Political  Science,  Series  LVII,  No.  3  (1939),  gives  an  account 
of  a  group  of  American  women  seeking  to  halt  the  fighting  in  1915.  On  Euro- 
pean aspects  of  the  onset  of  World  War  I,  see,  S.  B,  Fay,  Origins  of  the  World 
War,  2  v.  (1928);  B.  E.  Schmitt,  Coming  of  the  War,  2  v.  (1931).  Exposition 
of  the  revisionist  viewpoint  may  be  found  in  H.  E.  Barnes,  Genesis  of  the 
World  War  (rev.  ed.,  1929). 

THE  .STRUGGLE  FOR  NEUTRALITY.  General  treatments  are  available 
in-  J.  S.  Bassett,  Our  War  with  Germany  (1919);  Charles  Seymour,  American 
Diplomacy  During  the  World  War  (1934);  C.  C.  Tansil,  America  Goes  to  War 
(1938).  C.  Hartley  Grattan,  Why  We  Fought  (1929),  offers  a' popular  but  able 
defense  of  the  case  against  United  States  participation.  The  official  papers  in 
U.  S.  Department  of  State,  Papers  Relating  to  the  Foreign  Relations  of  the 
United  States:  1914,  1915,  1916,  1917,  War  Supplements  (1928-31),  illus- 
trate the  problems  facing  policy-makers  and  should  be  studied  for  understand- 
ing of  the  perplexities  of  a  neutral  in  world  conflict.  The  nature  of  American 
neutrality  is  explored  from  differing  viewpoints  in  Edward  Borchard  and  W.  P. 
Lage,  Neutrality  for  the  United  States  (1937),  and  Alice  M.  Morrissey,  Ameri- 
can Defense  of  Neutral  Rights,  1914-17  (1939) . 

BRITISH  BLOCKADE  ANI>  GERMAN  SUBMARINE  WARFARE  are  discussed  in 
T  M.  Kenworthy  and  G.  Young,  Freedom  of  the  Seas  (1928);  J.  A.  Salter, 
Allied  Shipping  Control  (1921);  R.  H.  Gibson  and  M.  Prendergast,  German 
Submarine  War,  1914-18  (1931). 
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The  following  books  deal  with  PRESSURE  GROUPS  AND  PROPAGANDA  EFFORTS: 
Clifton  J.  Child,  German-Americans  in  Politics,  1914-1917  (1939);  J.  D. 
Squires,  British  Propaganda  at  Home  and  in  the  United  States  from  1914  to 
1917  (1935).  See  also,  J.  D.  Lasswell,  Propaganda  Technique  in  the  World 
War  (1927),  and  H.  C.  Peterson,  Propaganda  for  War  (1939).  On  ECONOMIC 
INVOLVEMENT,  see,  A.  D.  Noyes,  War  Period  in  American  Finance,  1908-1925 
(1926),  and  H.  P.  Willis,  Federal  Reserve  System.  Boardman  Robinson,  Car- 
toons on  the  War  (1915),  shows  the  growth  of  AMERICAN  OPINION. 

Significant  PERSONALITIES  are  illuminated  by  the  following  essays  in  BIOGRA- 
PHY: Charles  Seymour,  editor,  Intimate  Papers  of  Colonel  House,  4  v.  (1926- 
28);  B.  J.  Hendrick,  Life  and  Letters  of  W.  H.  Page,  3  v.  (1922-25);  William 
Jennings  Bryan,  Memoirs  (1925).  Robert  Lansing,  War  Memoirs  (1935),  and 
the  Lansing  Papers,  cited  above,  show  the  temper  of  the  American  Secretary 
of  State  during  the  neutrality  period.  For  problems  of  representatives  of  the 
parties  in  the  European  conflict,  see,  J.  von  Bernstorff,  Memoirs  (1936),  and 
My  Three  Years  in  America  (1920);  and  Stephen  Gwynn,  Letters  and  Friend- 
ships of  Sir  Cecil  Spring  Rice.  The  work  of  proponents  of  preparedness  is  illus- 
trated by  H.  Hagedorn,  Leonard  Wood,  2  v.  (1931).  The  ELECTION  OF  1916 
is  covered  in  the  Wilson  biographies  and  general  works  cited  under  Chapter  6. 


Chapter  9 

GENERAL  WORKS.  John  B.  McMaster,  United  States  in  the  World  War, 
2  v.  (1919),  and  Fred  L.  Paxson,  American  Democracy  and  the  World  War: 
America  at  War,  1917-18  (1939),  are  helpful  accounts  of  wartime  America. 

On  ORGANIZATION  FOR  WAR,  see,  W.  F.  Willoughby,  Government  Organiza- 
tion in  War  Time  and  After  (1919).  A  more  extended  work  is  B.  Crowell  and 
R.  F.  Wilson,  How  America  Went  to  War,  6  v.  (1921) . 

On  MOBILIZATION  OF  MANPOWER,  E.  H.  Crowder,  Spirit  of  Selective  Service 
(1920),  deals  with  military  personnel  as  does  Frederick  Palmer,  Newton  D. 
Baker:  America  at  War,  2  v.  (1931).  Labor  problems  are  dealt  with  in  A.  M. 
Bing,  Wartime  Strikes  and  their  Adjustment  (1921),  and  Samuel  Gompers, 
Seventy  Years  of  Life  and  Labor,  2  v.  (1925).  Emmett  J.  Scott,  Negro  Migra- 
tion during  the  War  (1920),  considers  a  special  manpower  problem. 

On  FINANCIAL  ASPECTS  of  the  war,  the  following  are  helpful:  W.  G.  McAdoo, 
Crowded  Years  (1931);  Robert  A.  Sayre,  Consumers  Prices,  1914-1948 
(1949);  Charles  H.  Schmidt  and  R.  A.  Young,  Effect  of  War  on  Business 
Financing  (1943).  J.  M.  Clark,  Costs  of  the  World  War  to  the  American 
People  (1931),  is  a  scholarly  reckoning. 

On  INDUSTRIAL  MOBILIZATION,  B.  M.  Baruch,  American  Industry  in  the  War: 
A  Report  of  the  War  Industries  Board  (1941),  is  authoritative.  W.  I.  King, 
Income  in  the  United  States:  Its  Amount  and  Distribution,  1909-1919  (1921- 
22),  is  useful. 

On  MOBILIZATION  OF  TRANSPORT,  see,  E.  N.  Hurley,  Bridge  to  France 
(1927),  and  Darrell  H.  Smith,  U.  S.  Shipping  Board:  Its  History,  Activities, 
and  Organization  (1931),  for  maritime  problems,  and  W.  D.  Hines,  War  His- 
tory of  American  Railroads  (1928),  for  land  transportation. 

On  the  MOBILIZATION  OF  AGRICULTURAL  RESOURCES,  see,  William  C.  Mullen- 
dore,  History  of  the  United  States  Food  Administration,  1917-1919  (1941), 
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and  Frank  Surface,  Grain  Trade  during  the  World  War  (1928).  See  also, 
Herbert  Hoover,  Memoirs:  Years  of  Adventure,  1874-1920  (1951). 

ALIEN  PROPERTY  PROBLEMS  are  discussed  in  Survey  of  American  Foreign 
Relations,  1930  (1930),  edited  by  Charles  P,  Rowland. 

On  the  MOBILIZATION  OF  OPINION,  see,  J.  R.  Mock  and  Cedric  Larson, 
Words  that  Won  the  War:  The  Story  of  the  Committee  on  Public  Information 
(1940).  George  Creel,  How  We  Advertised  America  (1920),  is  a  personal 
account.  Zechariah  Chafee,  Jr.,  Freedom  of  Speech  (1921),  deals  with  the 
suppression  of  dissent.  Norman  Thomas  describes  the  fate  of  pacifists  in 
Conscientious  Objector  in  America  (1923).  George  Hartmann,  Movement  to 
Americanize  the  Immigrant  (1948),  considers  efforts  to  further  cultural  assim- 
ilation. In  the  struggle  for  men's  minds  in  both  Europe  and  the  United  States, 
President  Wilson's  own  words  were  of  major  importance;  the  student  should 
consult  R.  S.  Baker  and  W.  E.  Dodd,  Public  Papers  of  Woodrow  Wilson,  6  v. 
(1925-27),  for  significant  wartime  statements  and  addresses. 

Chapter  10 

GENERAL  WORKS.  B.  H.  L.  Hart,  Real  War  (1930),  and  C.  J.  H.  Hayes, 
Brief  History  of  the  Great  War  (1928) . 

On  NAVAL  ASPECTS  of  the  war,  W.  S.  Sims  and  B.  J.  Kendrick,  Victory 
at  Sea  (1920),  and  Josephus  Daniels,  Wilson  Era:  Years  of  War  and  After, 
1917-1923  (1946),  are  accounts  by  the  responsible  naval  and  civilian  leaders. 
Useful  secondary  presentations  are  Louis  Guichard,  Naval  Blockade,  1914-18 
(1930),  and  E.  E.  Morison,  Admiral  Sims  and  the  Modern  American  Navy 
(1942). 

On  MILITARY  ASPECTS  of  the  war,  T.  G.  Frothingham,  American  Rein- 
forcement in  the  World  War  (1927),  and  U.  S.  War  Department,  War  with 
Germany:  A  Statistical  Summary  (1919),  offer  convenient  brief  presentation. 
A  more  extended  official  history  is  U.  S.  War  Department,  United  States  Army 
in  the  World  War,  of  which  6  volumes  were  published  by  1950.  J.  G.  Harbord, 
American  Army  in  France,  1917-1919  (1936),  is  an  informal  personal  account 
John  J.  Pershing,  My  Experiences  in  the  World  War,  2  v.  (1931),  is  of  prime 
importance.  See  also,  Frederick  Palmer,  John  /.  Pershing:  General  of  the 
Armies  (1948).  These  deal  with  special  problems:  Charles  G.  Dawes,  Journal 
of  the  Great  War,  2  v.  (1921);  William  B.  Parsons,  American  Engineers  in 
France  (1920). 

On  DIPLOMATIC  ASPECTS  of  the  war,  see,  Wilson's  war  statements  in  the 
Public  Papers  referred  to  in  Chapter  9.  See  also,  Charles  Seymour,  American 
Diplomacy  during  the  World  War,  and  Intimate  Papers  of  Colonel  House. 

Chapter  11 

GENERAL  WORKS.  See  the  diplomatic  histories  cited  under  TEXTBOOKS 
AND  SERIES  and  the  general  works  listed  in  Chapters  7  and  8. 

TREATY  OF  VERSAILLES.  The  viewpoints  of  the  American  commis- 
sioners are  set  forth  in  the  following:  R.  S.  Baker,  Woodrow  Wilson  and  the 
World  Settlement,  3  v.  (1932);  Frederick  Palmer,  Bliss,  Peacemaker:  the 
life  and  letters  of  General  Tasker  H.  Bliss  (1934);  Robert  Lansing,  Peace 
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Negotiations  (1921);  E.  M.  House  and  C.  Seymour,  What  Actually  Happened 
at  Paris  (1921);  Allan  Nevins,  Henry  White;  J.  T.  Shotwell,  At  the  Paris  Peace 
Conference  (1937).  A  standard  account  of  the  conference  is  to  be  found  in 
H.  W.  V.  Temperley,  editor,  History  of  the  Peace  of  Paris,  6  v.  (1920-24). 
Paul  Birdsall,  Versailles  Twenty  Years  After  (1941),  offers  a  critical  summa- 
tion of  the  results  of  recent  scholarship.  J.  M.  Keynes,  Economic  Consequences 
of  the  Peace  (1920),  sets  forth  the  case  against  the  peace  commissioners  and 
their  work  in  brilliantly  effective  fashion.  Andre  Tardieu,  Truth  about  the 
Treaty  (1921),  defends  the  demands  of  France. 

THE  STRUGGLE  FOR  RATIFICATION.  Thomas  Bailey,  Woodrow  Wil- 
son and  the  Lost  Peace  (1944),  and  Woodrow  Wilson  and  the  Great  Betrayal 
(1945);  D.  H.  Fleming,  Untied  States  and  the  League  of  Nations,  1918-20 
(1932),  are  general  statements.  Henry  Cabot  Lodge,  Senate  and  the  League 
of  Nations  (1925),  is  the  apologia  of  the  Republican  leader.  Karl  Schriftgiesser, 
Gentleman  from  Massachusetts,  Henry  Cabot  Lodge  (1944),  treats  his  subject 
acidly.  Eleanor  L.  Dennison,  Senate  Foreign  Relations  Committee  (1942), 
may  be  consulted. 

THE  ELECTION  OF  1920.  See  the  Wilson  biographies  and  general  works 
already  cited.  See  also,  Samuel  Hopkins  Adams,  Incredible  Era:  The  Life  and 
Times  of  Warren  Gamaliel  Harding  (1939);  James  M.  Cox,  Journey  through 
My  Years  (1946);  Josephus  Daniels,  Wilson  Era:  Years  of  War  and  After. 
A  useful  general  summary  will  be  found  in  F.  L.  Paxson,  American  Democracy 
and  the  World  War:  Postwar  Years:  normalcy,  1918-1923  (1948). 

THE  TRANSITION  TO  PEACE.  DEMOBILIZATION  is  described  in  Benedict 
Crowell  and  R.  F.  Wilson,  Our  Industrial  and  Military  Demobilization  after 
the  Armistice,  1918-1920  (1921);  J.  R.  Mock  and  Evangeline  Thurber,  Report 
on  Demobilization  (1944);  and  Dixon  Wecter,  When  Johnny  Comes  Marching 
Home  (1944).  On  the  DEFLATION  OF  LABOR,  see,  Gompers,  Seventy  years  of 
Life  and  Labor;  Interchurch  World  Movement  Commission,  Report  on  the 
Steel  Strike  of  1919  (1920);  W.  J.  Lauck  and  C.  S.  Watts,  Industrial  Code 
(1922);  Glenn  Plumb  and  W.  G.  Roylance,  Industrial  Democracy  (1923).  On 
the  HYSTERICAL  TEMPER  OF  THE  MOMENT,  see,  Zechariah  Chafee,  Jr.,  Free- 
dom of  Speech;  J.  S.  Gambs,  Decline  of  the  I.W.W.  (1932);  Mauritz  Hallgren, 
Landscape  of  Freedom  (1941);  A.  G.  Hays,  Let  Freedom  Ring  (rev.  edition, 
1937) ;  G.  L.  Joughin  and  E.  M.  Morgan,  Legacy  of  Sacco  and  Vanzetti  ( 1948) ; 
Walter  Lippmann,  American  Inquisitors  (1928);  J.  M.  Mecklin,  Ku  Klux  Klan 
(1924). 

Chapter  12 

GENERAL  WORKS  ON  ECONOMIC  DEVELOPMENT.  See  the  titles 
listed  under  economic  histories  under  TEXTBOOKS  AND  SERIES.  More  detailed 
treatment  will  be  found  in  the  following:  Charles  A.  Bliss,  Structure  of  Man- 
ufacturing Production  (1939);  F.  C.  Mills,  Economic  Tendencies  in  the  United 
States  (1932);  President's  Conference  on  Unemployment,  Recent  Economic 
Changes,  2  v.  (1929);  George  Soule,  Prosperity  Decade  (1947). 

These  books  consider  PRICES  AND  INCOME  DISTRIBUTION:  W.  I.  King,  Na- 
tional Income  and  its  Purchasing  Power  (1930);  Ralph  C.  Epstein  and  F.  M. 
Clark,  Industrial  Profits  in  the  United  States  (1934);  Simon  Kuznets,  National 
Income  and  its  Composition,  2  v.  (1941);  Maurice  Leven,  and  others,  Amer- 
ica's Capacity  to  Consume  (1934). 
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The  NEW  TRENDS  IN  INDUSTRY  are  considered  in  the  following  general  works: 
Robert  A.  Brady,  Industrial  Standardization  (1929);  E.  E.  Day,  Growth  of 
Manufactures,  1899  to  1923  (1928);  Harry  Jerome,  Mechanization  in  Industry 
(1934) ;  H.  T.  Warshow,  Representative  Industries  in  the  United  States  (1928) . 
Particular  industries  are  treated  in  these  books:  Harold  Barger  and  S.  H. 
Schnurr,  Mining  Industries,  1899-1939  (1944);  Reginald  M,  Cleveland  and 
S.  T.  Williamson,  Road  is  Yours:  The  Story  of  the  Automobile  and  the  Men 
Who  Made  It  (1951);  Ralph  C.  Epstein,  Automobile  Industry  (1928);  E.  D. 
Kennedy,  Automobile  Industry  (1941);  U.  S.  Federal  Trade  Commission, 
Report  on  the  Radio  Industry  (1924);  K.  S.  Tyler,  Modern  Radio  (1947); 
Charles  O.  Hardy,  Recent  Growth  of  the  Electric  Light  and  Power  Industry 
(1929);  William  Haynes,  American  Chemical  Industry,  5  v.  (of  which  v.  II, 
III,  IV  had  been  published  by  1950);  J.  H.  Frederick,  Commercial  Air  Trans- 
portation (1942);  E.  E.  Freudenthal,  Aviation  Business  (1940);  L.  S.  Keyes, 
Federal  Control  of  Entry  into  Air  Transportation  (1951).  For  background, 
see,  F.  C.  Kelly,  Miracle  at  Kitty  Hawk  (1951),  and  Wright  Brothers 
(1943). 

These  books  consider  CONCENTRATION  OF  CONTROL  AND  NEW  PATTERNS  OF 
COMPETITION:  A.  A.  Berle,  Jr.  and  G.  C.  Means,  Modern  Corporation  and  Pri- 
vate Property  (1932);  Arthur  R.  Burns,  Decline  of  Competition  (1936);  H.  W. 
Laidler,  Concentration  in  American  Industry  (1931);  H.  R.  Seager  and  C.  A. 
Gulick,  Jr.,  Trust  and  Corporation  Problems;  Twentieth  Century  Fund,  Big 
Business:  Its  Growth  and  Its  Place  (1937),  are  all  general  treatments.  The 
merger  movement  is  considered  in  National  Industrial  Conference  Board, 
Mergers  in  Industry  (1929),  and  Mergers  and  the  Law  (1929) .  Trade  associa- 
tions are  the  principal  topic  of  the  following  works:  W.  J.  A.  Donald,  Trade 
Associations  (1932);  National  Industrial  Conference  Board,  Trade  Associations: 
Their  Economic  Significance  and  Legal  Status  (1925) .  Efforts  at  regulation  are 
discussed  in  Thomas  C.  Blaisdell,  Jr.,  Federal  Trade  Commission:  An  Experi- 
ment in  the  Control  of  Business  (1932),  D.  M.  Keezer  and  S.  Macy,  Public 
Control  of  Business  (1930).  The  following  are  polemical  but  include  useful 
information:  Frank  A.  Fetter,  Masquerade  of  Monopoly  (1931);  Ferdinand 
Lundberg,  Americas  Sixty  Families  (1937);  Anna  Rochester,  Rulers  of  Amer- 
ica (1936).  On  NEW  PATTERNS  OF  FINANCING  CONSUMPTION,  see  E.  R.  A. 
Seligman,  Economics  of  Installment  Selling,  2  v.  (1927),  the  pioneer  effort  to 
make  consumption  borrowing  socially  and  economically  reputable.  Other 
studies  are:  American  Institute  of  Banking,  Consumer  Credit  (1945);  C.  O. 
Hardy,  editor,  Consumer  Credit  and  its  Uses  (1938). 

On  BANKING  AND  THE  SECURITIES  MARKET,  see,  C.  O.  Hardy,  Credit  Policies 
of  the  Federal  Reserve  System  (1932);  S,  E.  Harris,  Twenty  Years  of  Federal 
Reserve  Policy,  2  v.  (1933);  William  O.  Weyforth,  Federal  Reserve  Board:  A 
Study  of  Federal  Reserve  Structure  and  Credit  Control  (1933).  W.  Nelson 
Peach,  Security  Affiliates  of  National  Banks  (1941),  deals  with  a  weak  point 
in  federal  regulation,  For  consideration  of  new  developments  in  securities 
marketing,  see,  J.  C.  Bonbright  and  G.  C.  Means,  Holding  Company  (1932); 
H.  G.  Moulton,  Financial  Organization  of  Society  (rev.  ed.,  1938).  Lewis 
Corey,  House  of  Morgan  (1930);  John  T.  Flynn,  Security  Speculation  (1934); 
and  W.  Z.  Ripley,  Main  Street  and  Wall  Street  (1927),  are  more  popular 
treatments. 

FISCAL  POLICY  is  described  and  appraised  in  Charles  G.  Dawes,  First  Year 
of  the  Budget  of  the  United  States  (1923),  an  account  by  the  first  head  of  the 
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Bureau  of  the  Budget  and  in  A.  E.  Buck,  Public  Budgeting  (1929);  and  E.  E. 
Naylor,  Federal  Budget  in  Operation  (1941). 

The  PosiTiON1  OF  AGRICULTURE  is  shown  in  facts  and  figures  by  Harold 
Barger  and  H.  H.  Landsberg,  American  Agriculture,  1899-1939:  A  Study  of 
Output,  Employment  and  Productivity  (1942),  and  Frederick  Strauss  and  L.  H. 
Bean,  Gross  Farm  Income  and  Indices  of  Farm  Production  and  Prices  in  the 
United  States,  1869-1937  (1940).  T.  Swann  Harding,  Two  Blades  of  Grass 
(1947),  deals  with  federal  scientific  programs  for  agriculture.  Various  facets 
of  the  farm  problem  are  described  in  the  following:  J.  D,  Black,  Agricultural 
Reform  in  the  United  States  (1930);  Russell  C.  Engberg,  Industrial  Prosperity 
and  the  Farmer  (1937);  Wilson  P.  Gee,  Place  of  Agriculture  in  American  Life 
(1930);  Edwin  G.  Nourse,  American  Agriculture  and  the  European  Market 
(1924);  E.  R.  A.  Seligman,  Economics  of  Farm  Relief  (1929).  The  operation 
of  new  farm  credit  agencies  is  described  in  Frieda  Baird  and  C,  L.  Benner, 
Ten  Years  of  Federal  Intermediate  Credits  (1933);  William  S.  Holt,  Federal 
Farm  Loan  Bureau  (1924);  James  B.  Morman,  Farm  Credits  in  the  United 
States  and  Canada  (1924);  A.  C.  Wiprud,  Federal  Farm-Loan  System  in 
Operation  ( 1921 ).  Arthur  Capper,  Agricultural  Bloc  (1922),  gives  some  notion 
of  political  reaction  to  the  collapse  of  farm  prices. 

The  POSITION  OF  LABOR  is  generally  treated  by  C.  R.  Daugherty,  Labor 
Problems  in  American  Industry  (rev.  ed.,  1938),  and  Perlman  and  Taft,  His- 
tory of  Labor  in  the  United  States.  f 

The  following  books  deal  with  IMMIGRATION:  M.  R,  Davie,  World  Immigra- 
tion: With  Special  Reference  to  the  United  States  (1936);  H,  P.  Fairchild, 
Immigration:  A  World  Movement  and  Its  American  Significance  (rev.  ed., 
1925);  R,  L.  Garis,  Immigration  Restriction  (1927).  Immigration  from  special 
areas  is  dealt  with  in  Redman  W.  Paul,  Abrogation  of  the  Gentlemen's  Agree* 
ment  (1936);  Manuel  Gamio,  Mexican  Immigration  to  the  United  States 
(1930);  Leon  E.  Truesdell,  Canadian  Born  in  the  United  States  (1923).  Louise 
V.  Kennedy,  Negro  Peasant  Turns  Cityward  (1930),  deals  with  Negro  migra- 
tion toward  industry.  On  EMPLOYMENT  AND  WAGES,  the  following  are  useful: 
Paul  Douglas  and  Aaron  Director,  Problem  of  Unemployment  (1931);  Isidor 
Lubin,  Absorption  of  the  Unemployed  by  American  Industry  (1929),  a  spe- 
cial study  based  on  750  interviews  taken  shortly  before  the  onset  of  the  great 
depression;  Paul  Douglas,  Real  Wages  in  the  United  States,  1890-1926  (1930), 
an  American  economics  classic.  Lazare  Teper,  Hours  of  Labor  (1932),  and 
Robert  M.  Woodburn,  Workers'  Health  and  Safety:  A  Statistical  Program 
(1927),  deal  with  the  physical  condition  of  working  people.  L,  L.  Lorwin, 
American  Federation  of  Labor  (1933);  and  Leo  Wolman,  Growth  of  American 
Trade  Unions,  1880-1923  (1924),  and  Ebb  and  Flow  in  American  Trade 
Unionism  (1936),  give  further  detail  on  the  progress  of  labor  organization. 
Left-wing  activity  is  discussed  iiji  David  J.  Saposs,  Left  Wing  Unionism  (1926) ; 
David  M.  Schneider,  Workers'  (Communist)  Party  and  American  Trade  Unions 
(1928);  and  William  Z.  Foster,  From  Bryan  to  Stalin  (1937).  The  legal  prob- 
lems of  organized  labor  are  set  forth  in  Felix  Frankfurter  and  Nathan  Greene, 
Labor  Injunction  (1930);  Elias  Lieberman,  Unions  before  the  Bar;  E.  E. 
Witte,  Government  in  Labor  Disputes  (1932).  Blind  alleys  of  "business  union- 
ism" are  described  in  Princeton  University,  Industrial  Relations  Section,  Labor 
Banking  Movement  in  the  United  States  (3d  printing,  1929) .  Robert  F.  Foerster 
and  E.  H.  Dietel,  Employee  Stock  Ownership  in  the  United  States  (1926), 
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and  National  Industrial  Conference  Board,  Employee  Stock  Purchase  Plans  in 
the  United  States  (1928),  illustrate  employer  effort  at  economic  assimilation. 

Chapter  IS 

GENERAL  WORKS.  See  titles  cited  among  diplomatic  histories  under 
TEXTBOOKS  AND  SERIES.  See  also,  S.  F.  Bemis,  Diplomatic  History  of  the  United 
States  (rev.  ed.?  1942);  C,  A.  Howland,  editor,  Survey  of  American  Foreign 
Relations,  4  v.  (1928-31). 

NAVAL  LIMITATION.  R.  L.  Buell,  Washington  Conference  (1929); 
Yamato  Ichihashi,  Washington  Conference  and  After  (1928);  B.  H.  Williams, 
United  States  and  Disarmament  (1931).  Harold  and  Margaret  Sprout,  Toward 
a  New  Order  of  Sea  Power  (1940),  is  a  specialized  study. 

DEBT  SETTLEMENT.  C.  Bergman,  History  of  Reparations  (1927);  Robert 
R.  Kuczynski,  American  Loans  to  Germany  (1927),  and  Bankers'  Profits  from 
German  Loans  (1932);  H.  G.  Moulton  and  Leo  Pasvolsky,  World  War  Debt 
Settlements  (1926),  and  War  Debts  and  World  Prosperity  (1932).  C.  G. 
Dawes,  Journal  of  ^Reparations  (1939),  is  a  firsthand  account  of  the  negotia- 
tions which  resulted  in  the  "Dawes  Plan." 

PEACE  MOVEMENT.  Attempts  to  bring  the  United  States  into  more  active 
participation  in  international  organization  are  described  in  the  following:  J.  S. 
Bassett,  League  of  Nations  (1928);  M.  E.  Curti,  Peace  or  War;  D.  F.  Fleming, 
United  States  and  World  Organization,  1920-33  (1938),  and  United  States  and 
the  World  Court  (1945);  Lawrence  V.  Howard,  Settlement  of  International 
Controversies  (1934);  W.  E.  Rappard,  Quest  for  Peace  (1940).  The  Pact  of 
Paris  is  discussed  in  David  Bryn-Jones,  Frank  B.  Kellogg  (1937);  D.  H.  Miller, 
Peace  Pact  of  Paris  (1928);  and  J.  T.  Shotwell,  War  as  an  Instrument  of 
National  Policy  (1929).  See  also,  Robert  H.  Ferrell,  Peace  in  Their  Time 
(1952). 

RUSSIAN  RELATIONS.  Louis  Fischer,  Why  Recognize  Russia  (1931); 
G.  F.  Kennan,  American  Diplomacy;  George  S.  Mover,  Attitude  of  the  United 
States  toward  the  Recognition  of  Russia  (1926);  U.  S.  Department  of  State, 
Publication  No.  528,  "Establishment  of  Diplomatic  Relations  with  the  Union 
of  socialist  soviet  republics"  (1933),  See  also,  Leonid.  I.  Strakhovsky,  Origins 
of  American  Intervention  in  North  Russia,  1918  (1937). 

PACIFIC  RELATIONS  are  illustrated  in  J.  E.  Harley,  Documentary  Textbook 
on  International  Relations  (1934).  The  following  general  accounts  are  service- 
able: T.  A.  Bisson,  Americas  Far  Eastern  Policy  (1945);  A.  W.  Griswold,  Far 
Eastern  Policy  of  the  United  States;  P.  J.  Treat,  Diplomatic  Relations  between 
the  United  States  and  Japan.  See  also,  P.  C.  Jessup,  Elihu  Root. 

The  following  works  illustrate  American  effort  to  avoid  Pacific  entanglement 
while  ruling  the  PHILIPPINES:  W.  C.  Forbes,  Philippine  Islands,  2  v.  (1928); 
Grayson  L.  Kirk,  Philippine  Independence  (1936);  Nicholas  Roosevelt,  Philip- 
pines: A  Treasure  and  a  Problem  (1926). 

RELATIONS  WITH  LATIN  AMERICA.  J.  Fred  Rippy,  Latin  America  in 
World  Politics  (3rd  edition,  1938),  and  A.  K.  Weinberg,  Manifest  Destiny:  A 
Study  of  Nationalist  Expansion  in  American  History  (1935),  give  general 
views.  Waldo  Frank,  America  Hispana  (1931),  offers  a  personal  view  of  social 
and  cultural  aspects  of  Latin  America.  The  CARIBBEAN  AREA  is  discussed 
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generally  in  C.  L,  Jones,  and  others,  United  States  and  the  Caribbean  (1929). 
The  following  deal  with  HAITIAN  relations:  James  G.  Leyburn,  Haitian  People 
(1941);  Arthur  C.  Millspaugh,  Haiti  under  American  Control,  1915-30  (1931); 
L.  L.  Montague,  Haiti  and  the  United  States  (1940).  M.  M.  Knight,  Americans 
in  Santo  Domingo  (1928),  describes  the  occupation  of  the  other  half  of  the 
island.  The  PROBLEM  OF  NICARAGUA  is  explored  in  Roscoe  R.  Hill,  Fiscal 
Intervention  in  Nicaragua  (1923),  and  H.  L.  Stimson,  American  Policy  in 
Nicaragua  (1927).  For  CUBA,  R.  H.  Fitzgibbon,  Cuba  and  the  United  States, 
1900-1985  (1935),  and  H.  F.  Guggenheim,  United  States  and  Cuba:  A  Study 
in  International  Relations  (1934),  are  both  useful;  the  latter  presents  the  views 
of  the  American  ambassador.  PUERTO  Rico  during  the  golden  20's,  the  de- 
pressed 30?s,  and  the  war-prosperous  40's  is  examined  in  the  following;  Victor 
S.  Clark,  and  others,  Porto  Rico  and  Its  Problems  (1930);  A.  D.  Gayer,  P.  T. 
Homan,  and  E.  K.  James,  Sugar  Economy  of  Puerto  Rico  (1938);  V.  M. 
Petrullo,  Puerto  Rican  Paradox  (1947);  R.  G.  Tugwell,  Stricken  Land  (1947). 
Harvey  S.  Perloff,  Puerto  Rico's  Economic  Future:  A  Planned  Development 
(1950),  is  an  interesting  contemporary  study.  See  also,  C.  Wright  Mills,  Puerto 
Rican  Journey  (1950).  RELATIONS  WITH  MEXICO.  See  general  treatments  listed 
under  that  head  in  Chapter  7.  See  also,  Carlton  Beals,  Mexican  Maze  (1931); 
Ernest  Gruening,  Mexico  and  its  Heritage  (1928).  For  efforts  at  conciliation, 
see,  Harold  Nicholson,  Dwight  Morrow  (1935);  W.  S.  Myers,  Foreign  Policies 
of  Herbert  Hoover,  1929-33  (1940).  See  also,  Alexander  De  Conde,  Herbert 
Hoover's  Latin  American  Policy  (1951);  Reuben  J.  Clark,  "Memorandum  on 
the  Monroe  Doctrine,"  published  in  1930  after  being  prepared  for  the  Depart- 
ment of  State.  For  situations  making  that  effort  necessary,  see,  A.  Alvarez, 
Monroe  Doctrine  (1924),  and  Foreign  Policy  Association,  Reports,  v.  xiii,  No. 
13  (1937),  "Trade  Rivalries  in  Latin  America." 

Chapter  14 

TARIFF  LEGISLATION.  Percy  Wells  Bidwell,  Tariff  Policy  of  the  United 
States:  A  Study  of  Recent  Experience  (1933). 

FOREIGN  TRADE  AND  FOREIGN  INVESTMENTS.  For  general  treat- 
ments, see:  Brooks  Emeny,  Strategy  of  Raw  Materials  (1934);  Julius  Klein, 
Frontiers  of  Trade  (1929);  Paul  M.  Mazur,  America  Looks  Abroad  (1930); 
Hiram  Motherwell,  Imperial  Dollar  ( 1929 ) ;  Benjamin  H.  Williams,  Economic 
Foreign  Policy  of  the  United  States  (1929). 

Among  general  works  on  FOREIGN  INVESTMENTS,  these  are  serviceable:  R.  W. 
Dunn,  American  Foreign  Investments  (1926);  Cleona  Lewis  and  K.  T.  Schlot- 
terbeck,  America's  Stake  in  International  Investments  (1938);  Use  Mintz, 
Deterioration  in  the  Quality  of  Foreign  Bonds  issued  in  the  United  States, 
1920-1930  (1951);  Siegfried  Stern,  United  States  in  International  Banking 
(1951);  Max  Winkler,  Foreign  Bonds:  an  Autopsy  (1933).  The  following 
Department  of  Commerce  publications  repay  study:  Bureau  of  Foreign  and 
Domestic  Commerce,  Handbook  of  American  Underwriting  of  Foreign  Se- 
curities, 1914-29  (Trade  Promotion  Series,  No.  104,  1930);  American  Direct 
Investments  in  Foreign  Countries  (Trade  Information  Bulletin,  No.  731,  1930); 
New  Estimates  of  American  Investments  Abroad  (Ibid.  No.  767,  1931); 
American  Direct  Investments  in  Foreign  Countries:  1936  (Economic  Series, 
No.  1,  1938).  CHINESE  INTERESTS  are  discussed  in  Grover  Clark,  Economic 
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Rivalries  in  China  (1932),  and  C.  E.  Remer,  Foreign  Investments  in  China 
(1933).  Max  Winkler,  United  States  Capital  in  Latin  America  (1928),  con- 
siders investments  in  that  area. 

These  works  deal  with  imperialistic  aspects  of  ECONOMIC  FOREIGN  POLICY: 
C.  A.  Beard,  Idea  of  National  Interest  (1934),  and  Open  Door  at  Home  (1934); 
Scott  Nearing,  Twilight  of  Empire  (1930).  See  also,  A.  J.  Hotz,  American 
Liberalism  in  World  Politics  since  World  War  I  (1948) . 

Chapter  15 

GENERAL  WORKS.  See  titles  cited  in  Chapter  12  under  the  ELECTION  OF 
1920.  See  also,  H.  U.  Faulkner,  From  Versailles  to  the  New  Deal  (1950); 
James  C.  Malin,  United  States  After  the  World  War  (1930);  Preston  W. 
Slosson,  Great  Crusade  and  After,  1914-28  (1930);  Mark  Sullivan,  Our  Times, 
v.  6  (1935). 

For  BIOGRAPHICAL  INTERPRETATIONS,  consult,  Claude  M.  Fuess,  Calvin 
Coolidge  (1940),  and  William  Allen  White,  Masks  in  a  Pageant.  Calvin 
Coolidge,  Autobiography  (1929),  and  C.  G.  Dawes,  Notes  as  Vice-President, 
1928-29  (1935),  offer  personal  accounts. 

The  following  are  useful  on  the  CAMPAIGN  OF  1924:  E.  N.  Doan,  LaFol- 
lettes;  Nathan  Fine,  Labor  and  Farmer  Parties  in  the  United  States,  1828-1928 
(1928);  Kenneth  C.  MacKay,  Progressive  Movement  of  1924  (1947);  M,  S. 
and  S.  W.  Stedman,  Discontent  at  the  Polls  (1950). 

On  the  CAMPAIGN  OF  1928,  see  R.  V.  Peel  and  T.  C.  Donnelly,  The  1928 
Campaign  (1931).  Alfred  E.  Smith,  Up  to  Now  (1929),  speaks  for  the  Demo- 
cratic candidate.  W.  S.  Myers  and  W.  H.  Newton,  Hoover  Administration 
(1936),  offer  some  material.  See  also,  Herbert  C.  Hoover,  Memoirs,  1920- 
1933  (1952). 

PROGRESSIVE  COUNTERCURRENTS  may  be  understood  by  reading  J.  R.  Com- 
mons, Legal  Foundations  of  Capitalism  (1924);  Felix  Frankfurter,  editor,  Mr. 
Justice  Brandeis  (1932);  Alfred  Lief,  Democracy's  N  orris;  Max  Lerner,  Mind 
and  Faith  of  Justice  Holmes  (1943);  J.  F.  Pollard,  Mr.  Justice  Cardozo  (1935) . 

POLITICAL  PROBLEMS.  The  RETURNING  VETERAN  is  discussed  in  Dixon 
Wecter,  When  Johnny  Comes  Marching  Home.  Marcus  Duffield,  King  Legion 
(1931),  is  a  hostile  account  of  a  successful  pressure  group  in  operation. 

Problems  of  regulating  the  POWER  INDUSTRY  are  discussed  in  H.  S.  Raushen- 
bush  and  H.  W.  Laidler,  Power  Control  (1928).  See  also,  titles  cited  below 
under  POWER  in  Chapter  19. 

Problems  of  TRANSPORTATION  are  discussed  in  D.  Phillip  Locklin,  Economics 
of  Transportation  (1936);  Rogers  MacVeagh,  Transportation  Act,  1920  (1923); 
H.  G.  Moulton,  and  associates,  American  Transportation  Problem  (1933). 
H.  D.  Wolfe,  Railroad  Labor  Board  (1937),  describes  an  unsuccessful  experi- 
ment in  labor  relations.  Efforts  to  create  a  merchant  marine  are  set  forth  in 
Brookings  Institution,  United  States  Shipping  Board  (1931);  National  Indus- 
trial Conference  Board,  Merchant  Marine  Problem  (1929);  L,  W.  Maxwell, 
Discriminatory  Duties  and  the  American  Merchant  Marine  (1926);  Paul  M. 
Zeis,  American  Shipping  Policy  (1938). 

PROHIBITION.  Peter  Odegard,  Pressure  Politics:  The  Story  of  the  Anti-Saloon 
League  (1928),  describes  political  aspects  of  the  problem.  Herman  Feldman, 
Prohibition  (1927),  presents  the  economic  case  for  the  law.  National  Com- 
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mission  on  Law  Observation  and  Enforcement,  Report  on  the  Enforcement  of 
the  Prohibition  Law  in  the  United  States  (71st  Congress,  2d  Session,  House 
Document  No.  722,  1931),  is  the  official  inquiry.  Herbert  Asbury,  Great  Illu- 
sion (1950),  offers  lively  hindsight.  Grace  C.  Root,  Women  and  Repeal:  The 
Story  of  the  Women  s  Organization  for  National  Prohibition  Reform  (1934), 
describes  an  aspect  of  the  counterpressure  against  Prohibition.  Arthur  B. 
Maurice,  editor,  How  They  Draw  Prohibition  (1930),  illustrates  another  side 
of  the  struggle  for  repeal,  L,  V.  Harrison  and  Elizabeth  Laine,  After  Repeal 
(1936),  deals  with  newer  phases  of  regulating  the  liquor  business. 

Chapter  16 

GENERAL  WORKS,  The  following  afford  insight  into  the  peculiar  tone  of 
the  decade:  F,  L.  Allen,  Only  Yesterday  (1931);  Lawrence  Greene,  Era  of 
Wonderful  Nonsense  (1939);  and  H.  M.  Robinson,  Fantastic  Interim  (1943), 
are  popular  accounts.  Agnes  Rogers,  I  Remember  Distinctly  (1947),  is  a  selec- 
tion of  pictures.  See  also,  Rollin  Kirby,  Highlights,  a  Cartoon  Hittory  of  the 
Nineteen-Twenties  (1931).  R,  S.  and  H.  M.  Lynd,  Middletoum  (1929),  is  a 
sociological  study.  President's  Research  Committee  on  Social  Trends,  Recent 
Social  Changes,  2  v.  (1933),  supplies  many  details  but  relatively  little  useful 
interpretation,  T.  N.  Carver,  Present  Economic  Revolution  in  the  United 
States  (1925),  is  the  work  of  an  economist  carried  off  on  the  wings  of  doctrine. 
Caroline  Ware,  Greenwich  Village,  1920-30  (1935),  deals  with  a  special  social 
sector.  Andre  Siegfried,  America's  Coming  of  Age  (1927),  is  typical  of  foreign 
visitors,  amazed,  amused,  awed,  and  made  anxious  by  the  spectacle  of  America's 
economic  growth.  }.  T.  Adams,  Our  Business  Civilization  (1929),  and  Katharine 
F.  Gerould,  Modes  and  Morals  (1920),  depict  the  uneasiness  of  the  dependent 
middle  class.  Revulsion  against  mechanized  industrialism  is  expressed  in  J.  C. 
Ransom,  and  others,  I'll  Take  My  Stand  (1930),  for  the  southern  "agrarians"; 
in  Stuart  Chase,  Men  and  Machines  (1929),  and  Prosperity:  Fact  or  Myth 
(1930),  for  the  urban  technician;  and  in  H.  E.  Stearns,  editor,  Civilization  in 
America  (1922),  for  the  intellectual.  H.  L.  Mencken,  Selected  Prejudices 
(1927),  is  a  convenient  summary  of  the  attack  on  attitudes  represented  by 
Stuart  Sherman,  Americans  (1922),  and  Genius  of  America  (1923).  See  also 
Edgar  Kemler,  Irreverent  Mr.  Mencken  (1950). 

The  following  books  describe  POPULAR  DIVERSIONS:  F.  R.  Dulles,  America 
Learns  to  Play:  A  History  of  Popular  Recreation,  1607-1940  (1940);  Charles 
Merz,  Great  American  Bandwagon  (1928);  R.  B.  Weaver,  Amusements  and 
Sports  in  American  Life  (1939). 

For  aspects  of  PUBLIC  OPINION  and  its  expression,  consult  M.  L.  Ernst  and 
Alexander  Lindey,  Censor  Marches  On  (1940);  Gerald  Johnson,  Honorable 
Titan:  A  Biographical  Study  of  Adolph  S.  Ochs  (1946);  Lloyd  Morris,  Post- 
script to  Yesterday;  F.  L.  Mott,  American  Journalism  (1950).  Leo  W.  Allman, 
editor,  "Prize-winning  Editorials,  1916-1941,"  Municipal  University  of  Wichita 
Studies,  No.  12,  November,  1941,  is  a  convenient  compilation  of  Pulitzer  prize- 
winners. Notable  is  the  fact  that  the  committee  chose  to  give  its  1927  and 
1930  awards  to  deftly-phrased  deflations  of  Senators  Heflin  of  Alabama  and 
Norris  of  Nebraska.  On  RADIO,  see  A.  N.  Goldsmith  and  A.  C.  Lescaboura, 
This  Thing  Called  Broadcasting  (1930).  Raymond  Moley,  Hays  Office  (1945), 
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discusses  self-censorship  under  pressure-group  prodding.  Deems  Taylor,  and 
others,  Pictorial  History  of  the  Movies  (1943),  is  an  interesting  exercise  in 
recall.  On  changing  patterns  of  FAMILY  LIFE,  see  Walter  F.  Willcox,  Studies 
in  American  Demography  (1940),  for  statistical  essays.  See  also,  Mary  S. 
Branch,  Women  and  Wealth;  Economic  Status  of  American  Women  (1934); 
Anna  de  Koven,  Women  in  Cycles  of  Culture  (1941);  and  Agnes  Rogers, 
Women  Are  Here  to  Stay.  Ben  N.  Lindsey  and  Rube  Borough,  Dangerous  Life 
(1931),  and  Revolt  of  Modern  Youth  (1925),  recall  burning  controversies. 
The  novels  of  Sinclair  Lewis  give  an  excellent  though  single-keyed  picture  of 
Midwestern  America.  Ring  Lardner  had  as  acute  an  ear  for  a  different  milieu. 
F.  Scott  Fitzgerald  created  an  image  in  which  many  young  people  re-created 
themselves.  All  three  should  be  explored  for  the  temper  and  visage  of  the  time. 

On  FAITH  AND  PHILANTHROPY,  see,  Stewart  G.  Cole,  History  of  Fundamen- 
talism (1931) ;  W.  I.  King,  Trends  in  Philanthropy  (1928) ;  Eduard  Lindeman, 
Wealth  and  Culture:  A  Study  of  One  Hundred  Foundations,  1921-80  (1936). 
The  fact  that  1927  saw  Bruce  Barton,  Man  Nobody  Knows  (an  advertising 
man's  view  of  Christ),  and  Sinclair  Lewis,  Elmer  Gantry,  on  the  same  best- 
seller lists  probably  points  to  a  plurality  of  reading  publics  rather  than  to 
fundamental  inconsistency  of  attitude. 

SCIENTIFIC  ADVANCE.  Williams  Haynes,  Men,  Money,  and  Molecules 
(1936);  Bernard  Jaffe,  Outposts  of  Science  (1936). 

EDUCATION  AND  THE  SOCIAL  DISCIPLINES.  I.  L.  Kandel,  editor, 
Twenty-Five  Years  of  American  Education  (1924);  E.  W.  Knight,  Education 
in  the  United  States  (1929);  A.  E.  Meyer,  Development  of  Education  in  the 
Twentieth  Century  (1940),  are  general  works.  See  also,  David  S.  Hill,  Control 
of  Tax-Supported  Higher  Education  in  the  United  States  (1934),  and  Winston 
Sanford,  Illiteracy  in  the  United  States  (1930) .  The  following  deal  with  special 
fields;  Paul  T.  Homan,  Contemporary  Economic  Thought  (1928);  R.  H.  Lowie, 
History  of  Ethnological  Theory  (1937);  G.  A.  Lundberg,  Read  Bain,  and  Nils 
Anderson,  Trends  in  American  Sociology  (1929).  C.  A.  and  Mary  R.  Beard, 
Rise  of  American  Civilization,  2  v.  (1927),  and  Vernon  L.  Parrington,  Main 
Currents  in  American  Thought,  3  v.  (1927-30),  reflect  countercurrents  of  the 
20's. 

MUSIC  AND  THE  FINE  ARTS.  Henry  Cowell,  editor,  American  Com- 
poser^ on  American  Music  (1933);  L.  Reis,  Composers  in  America  (1938); 
and  Paul  Rosenfeld,  Hour  with  American  Music  (1929),  are  helpful.  See  also, 
David  Ewen,  Music  Comes  to  America  (1942).  H.  Cahill  and  A.  H.  Barr, 
editors,  Art  in  America  (1935),  and  Sheldon  Cheyney,  Story  of  Modern  Art 
(1941),  are  general  views.  Louis  H.  Sullivan,  Autobiography  of  an  Idea 
(1926);  and  Frank  Lloyd  Wright,  Modern  Architecture  (1931),  and  Auto- 
biography (1931),  embody  the  ideas  of  two  seminal  minds. 

LITERATURE  AND  THE  DRAMA.  Oscar  Cargill,  Intellectual  America, 
and  Alfred  Kazin,  On  Native  Grounds,  continue  serviceable.  See  also,  Percy 
Boynton,  America  in  Contemporary  Fiction  (1940);  Harry  Hartwick,  Fore- 
ground of  American  Fiction  (1934);  Joseph  W.  Krutch,  American  Drama  since 
1918  (1939).  Sterling  A.  Brown,  A.  P.  Davis,  and  Ulysses  Lee,  Negro  Caravan 
(1941),  gives  an  interesting  sampling  of  the  work  of  Negro  writers  in  the  first 
decade  of  their  acceptance  as  contributors  to  American  literature.  James  D. 
Hart,  Popular  Book:  A  History  of  America's  Literary  Taste  (1950),  and  F.  L. 
Mott,  Golden  Multitudes  (1947),  provide  materials  for  further  study. 
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Chapter  17 

GENERAL  WORKS.  Charles  A.  Beard  and  George  H.  E,  Smith,  Old  Deal 
and  the  New  (1940);  D.  A.  Brogan,  Era  of  Franklin  D.  Roosevelt  (1950); 
Louis  M.  Hacker,  American  Problems  of  Today  (1938),  and  Shaping  of  the 
American  Tradition,  Section  XI;  Broadus  Mitchell,  Depression  Decade:  From 
New  Era  to  New  Deal  (1947);  Basil  Rauch,  History  of  the  New  Deal,  1933-38 
(1944);  Arthur  M.  Schlesinger,  New  Deal  in  Action,  1933-39  (1940);  Dixon 
Wecter,  Age  of  the  Great  Depression  (1948). 

TOWARD  A  NEW  DEAL.  A  general  treatment  of  the  depression  will  be 
found  in  J.  D.  Magee,  Collapse  and  Recovery  (1934) .  F.  C.  Allen,  Only  Yester- 
day, describes  the  crash.  Edward  Angly,  Oh,  Yeah!  (1931),  sets  optimistic 
statements  and  plunging  business  indexes  in  juxtaposition  to  produce  a  brashly 
effective  picture.  Causes  of  the  depression  are  discussed  in  A.  A.  Berle  and 
G.  C.  Means,  Modern  Corporation  and  Private  Property  (1936);  Evans  Clark, 
and  others,  Internal  Debts  of  the  United  States  (1933);  E.  L.  Dulles,  Depres- 
sion and  Reconstruction;  A  Study  of  Causes  and  Controls  (1936);  Lionel 
Robbins,  Great  Depression  (1930).  For  the  securities  market,  see  the  references 
in  Chapter  19  under  changes  in  banking  and  securities  distribution;  see  also, 
A.  M.  Bernheim  and  M.  G.  Schneider,  editors,  Security  Markets  (1935).  For 
economic  imbalances,  the  tables  in  Maurice  Levin,  and  others,  America's 
Capacity  to  Consume  (1934),  and  E.,  G.  Nourse,  and  associates,  America's 
Capacity  to  Produce  (1934),  are  useful. 

On  the  ELECTION  OF  1932,  in  addition  to  the  general  works  cited  above,  see 
R.  V.  Peel  and  T.  C.  Donnelly,  The  1932  Campaign  (1935).  For  viewpoints 
of  the  participants,  see,  Herbert  Hoover,  Memoirs;  W.  S.  Myers  and  W.  H. 
Newton,  editors,  State  Papers  and  other  Public  Writings  of  Herbert  Hoover, 
2  v.  (1934);  and  Franklin  D.  Roosevelt,  Public  Papers  and  Addresses,  13  v. 
(1938-50).  See  also,  Edwin  Emerson,  Hoover  and  His  Times  (1932);  E.  E. 
Robinson,  They  Voted  for  Roosevelt:  The  Presidential  Vote,  1932-1944  (1947) ; 
E.  M.  Sait,  American  Parties  and  Elections  (1939);  W.  W.  Waters,  B.  E.  F., 
The  Whole  Story  of  the  Bonus  Army  (1933). 

EMERGENCY  MEASURES  of  the  Roosevelt  administration  are  treated  in  Leonard 
P.  Ayres,  Economics  of  Recovery  ( 1934) ;  Ernest  K.  Lindley,  Roosevelt  Revolu- 
tion (1933);  S.  C.  Wallace,  New  Deal  in  Action  (1934). 

The  following  works  illuminate  NEW  DEAL  THEORY  AND  TACTICS.  Favorable 
expositions  by  New  Dealers  will  be  found  in  Mordecai  Ezekiel,  $2,500  a  Year: 
From  Scarcity  to  Abundance  (1936);  F.  D.  Roosevelt,  Looking  Forward 
(1933),  and  On  Our  Way  (1934);  R.  G.  Tugwell,  Industrial  Discipline  and 
the  Governmental  Arts  (1933),  and  Battle  for  Democracy  (1935);  H.  A. 
Wallace,  America  Must  Choose  (1934),  and  New  Frontiers  (1934).  Unfavor- 
able expositions  by  publicists  will  be  found  in  Walter  Lippmann,  Method  of 
Freedom  (1934);  and  William  MacDonald,  Menace  of  Recovery  (1934). 
A.  B.  Adams,  National  Economic  Security  (1936);  and  Brookings  Institution, 
Recovery  Program  in  the  United  States  (1937),  present  academic  treatments. 
An  English  view  is  given  in  "The  New  Deal:  An  Analysis  and  an  Appraisal," 
London  Economist,  October  3,  1936. 

The  NEW  DEALERS.  The  following  selection  of  personal  accounts  illuminates 
the  peculiarly  tangled  interrelationships  among  President  Roosevelt  and  his 
advisers,  official  and  unofficial:  James  A.  Farley,  Jim  Farley's  Story:  The  Roose- 
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veto  Years  (1948);  Cordell  Hull,  Memoirs,  2  v.  (1948);  Harold  Ickes,  Auto- 
biography of  a  Curmudgeon  (1943);  Charles  Michelson,  Ghost  Talks  (1944); 
Raymond  L.  Moley,  After  Seven  Years  (1939),  and  27  Masters  of  Politics 
(1949);  Frances  Perkins,  Roosevelt  I  Knew  (1946);  Samuel  I.  Rosenman, 
Working  with  Roosevelt  (1952);  Robert  E.  Sherwood,  Roosevelt  and  Hopkins: 
An  Intimate  History  (1948).  Bascom  N.  Timmons,  Garner  of  Texas  (1948), 
portrays  a  politically  essential  but  unsympathetic  Vice-President. 

Chapter  18 

For  material  on  special  New  Deal  programs  see  the  following: 

PUBLIC  WORKS  AND  RELIEF.  These  GENERAL  STUDIES  will  be  useful: 
J.  S.  Brown,  Public  Relief,  1929-1939  (1940);  Donald  S.  Howard,  WPA  and 
Federal  Relief  Policy  (1943);  Elias  Huzar,  Federal  Unemployment  Relief 
Policies  (1940);  A.  W.  Macmahon,  J.  D.  Millett,  and  Gladys  Ogden,  Admin- 
istration of  Federal  Work  Relief  (1941) ;  E.  A.  Williams,  Federal  Aid  for  Relief 
(1939).  U.  S.  Federal  Works  Agency,  Federal  Emergency  Relief  Administra- 
tion, Final  Statistical  Report  (1942),  is  an  official  reckoning.  H.  L.  Hopkins, 
Spending  to  Save  (1936),  is  a  statement  by  the  principal  relief  administrator. 

SPECIAL  RELIEF  PROGRAMS  are  considered  in  the  following:  American  Youth 
Commission,  Youth  and  the  Future  (1942);  Kenneth  Holland  and  T.  E.  Hill, 
Youth  in  the  CCC  Camps  (1942) ;  L.  L,  Lorwin,  Youth  Work  Programs  (1941) . 
Jacob  Baker,  Government  Aid , .  .to  Professional . , .  Workers  (1936).  George 
Biddle,  American  Artist's  Story  (1939);  Robert  C.  Binkley,  Cultural  Programs 
of  the  W.P.A.  (1939);  Hallie  Flanagan,  Arena  (1940),  deal  with  another 
special  facet  of  work  relief.  The  personal  aspects  of  unemployment  are  dis- 
cussed in  Louise  V.  Armstrong,  We,  Too,  Are  the  People  (1938) ;  E.  W.  Bakke, 
Citizens  without  Work  (1940),  and  Unemployed  Worker  (1940);  Eli  Ginsberg, 
and  associates,  Unemployed  ( 1943 ) ;  J.  N.  Leonard,  Three  Years  Down  ( 1939 ). 

THE  PUBLIC  WORKS  PROGRAM  is  treated  by  A.  D.  Gayer,  Public  Works  in 
Prosperity  and  Depression  (1935),  and  J.  F.  Isakoff,  Public  Works  Administra- 
tion (1938).  H.  L.  Ickes,  Back  to  Work:  The  Story  of  PWA  (1935),  is  a  state- 
ment by  the  head  of  the  program. 

AGRICULTURE.  The  New  Deal  effort  to  improve  the  position  of  agriculture 
is  treated  in  these  works:  Frederick  Strauss  and  L.  H.  Bean,  Gross  Farm 
Income;  Harold  Barger  and  H.  H.  Landsberg,  American  Agriculture;  and 
U.  S.  Department  of  Agriculture,  Bureau  of  Agricultural  Economics,  Tech- 
nology on  the  Farm  (1940),  give  necessary  background  material  Theodore 
Schultz,  Vanishing  Farm  Market  and  Our  World  Trade  (1934),  regards  the 
problem  in  its  international  setting.  Louis  M.  Hacker,  The  Farmer  is  Doomed, 
John  Day  Pamphlets  (1934),  and  C.  T.  Schmidt,  American  Farmers  in  the 
World  Crisis  (1941),  offer  further  enlightenment.  Government  programs  are 
described  in  Donald  C,  Blaisdell,  Government  and  Agriculture:  the  Growth  of 
Federal  Aid  (1940);  Wilson  Gee,  American  Farm  Policy  (1934);  E.  G.  Nourse, 
Marketing  Agreements  under  the  Agricultural  Adjustment  Act  (1935),  and 
Three  Years  of  the  Agricultural  Adjustment  Act  (1937).  Aspects  of  rural 
maladjustment  are  dealt  with  in  Jonathan  Daniels,  Southerner  Discovers  the 
South  (1938);  Carey  McWilliams,  III  Fares  the  Land  (1942),  and  Factories  in 
the  Field  (1939);  A.  F.  Raper  and  L  De  A.  Reid,  Sharecroppers  All  (1941); 
and  C.  M,  Wilson,  Landscape  of  Rural  Poverty  (1940).  Walker  Wynne,  Jr., 
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Five  Years  of  Rural  Relief  (1939),  and  C.  C,  Zimmerman  and  N.  L.  Whitten, 
Rural  Families  on  Relief  (1938),  deal  with  federal  efiort  to  ease  the  situation. 
INDUSTRY.  New  Deal  programs  for  reviving  industry  are  described  in  G.  B. 
Galloway,  Industrial  Planning  under  the  Codes  (1935);  L,  S,  Lyon,  and  others, 
National  Recovery  Administration:  An  Analysis  and  Appraisal  2  v.  (1935). 
Hugh  S.  Johnson,  Blue  Eagle  from  Egg  to  Earth  (1935),  is  an  account  by  the 
agency's  first  head.  Official  criticism  is  expressed  in  President's  Committee  of 
Industrial  Analysis,  National  Recovery  Administration  (1937),  and  U.  S. 
National  Recovery  Review  Board,  Report  to  the  President,  3  v.  (1934).  Persia 
C.  Campbell,  Consumer  Representation  in  the  New  Deal  (1940),  speaks  for 
the  present  but  unregarded. 

Chapter  19 

LABOR.  Spurgeon  Bell,  Productivity,  Wages  and  National  Income  (1940), 
presents  essential  facts  and  figures.  Irving  Bernstein,  New  Deal  Collective  Bar- 
gaining Policy  (1950);  Marjorie  Clark  and  S.  F.  Simon,  Labor  Movement  in 
America  (1938);  and  E.  Stein,  and  others,  Labor  Problems  in  America  (1944), 
treat  organized  labor  in  general.  L.  L.  Lorwin,  American  Federation  of  Labor, 
continues  serviceable.  Herbert  Harris,  American  Labor  (1939),  and  Labor's 
Civil  War  ( 1940 ) ,  and  J.  R.  Walsh,  CIO:  Industrial  Unionism  in  Action  ( 1937 ) , 
deal  with  the  rise  and  struggles  of  the  CIO. 

The  background  of  the  WAGNER  ACT  and  its  early  operation  are  discussed 
in  Robert  R.  R.  Brooks,  Unions  of  Their  Own  Choosing  (1939),  and  Twentieth 
Century  Fund,  Labor  and  Government  (1935);  and  illuminated  by  the  cases 
cited  in  Elias  Lieberman,  Unions  before  the  Bar,  and  U.  S.  Senate,  Subcom- 
mittee of  the  Committee  on  Education  and  Labor,  "Hearings  and  Report  on 
Violations  of  Free  Speech  and  Assembly,  and  Interference  with  Rights  of 
Labor"  (1936-38).  S.  H.  Schlichter,  Union  Policies  and  Industrial  Management 
(1941),  discusses  practical  problems  of  industrial  relations. 

The  position  of  NEGRO  WORKERS  is  illuminated  by  Horace  R,  Cayton  and 
G.  S.  Mitchell,  Black  Workers  and  the  New  Unions  (1939),  and  H.  R.  North- 
nip,  Organized  Labor  and  the  Negro  (1944);  in  connection  with  this  topic, 
Sterling  Spero  and  A.  H.  Harris,  Slack  Worker  (1931),  repays  reading. 

On  UNEMPLOYMENT  AND  SOCIAL  SECURITY,  Paul  H.  Douglas,  Social  Security 
(rev.  ed.,  1939)  is  a  general  work.  The  campaign  for  social  security  legislation 
is  discussed  in  Eveline  M.  Burns,  Toward  Social  Security  (1936),  and  Ameri- 
can Social  Security  System  (1939).  See  also,  Twentieth  Century  Fund,  Town- 
send  Crusade  (1936).  Lewis  Merriam,  Relief  and  Social  Security  (1946),  and 
James  Parker,  Social  Security  Reserves  (1942),  consider  special  aspects  of  the 
program. 

THE  PROBLEM  INDUSTRIES.  Harold  Barger  and  S.  H.  Schurr,  Mining 
Industries,  give  technological  background.  L.  S.  Lyon,  Government  and  Eco- 
nomic Life,  2  v.  (1940),  and  Fred  F.  Blackly  and  Miriam  Oatman,  Federal 
Regulatory  Action  and  Control  (1940),  supply  convenient  surveys. 

On  RAILROADS,  see,  R,  L.  Dewey,  "Transportation  Act  of  1940,"  American 
Economic  Review,  XXXVI,  15;  Joseph  B.  Eastman,  "Report  of  the  Federal 
Coordinator  of  Transportation,"  Senate  Document  No.  152,  73d  Congress, 
2nd  Session,  1934-  House  Document  No.  89,  74th  Congress,  1st  Session,  1935; 
Claude  M.  Fuess,  Joseph  B.  Eastman:  Servant  of  the  People  (1952);  H.  G., 
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Moulton,  and  associates,  American  Transportation  Problem;  Herbert  Spero, 
Reconstruction  Finance  Corporation  Loans  to  the  Railroads,  1932-37  (1939). 

On  SHIPPING,  see,  R.  L.  Dewey,  "Merchant  Marine  Act  of  1936,"  American 
Economic  Review,  XXXVII,  239;  "Rebuilding  the  American  Merchant  Marine," 
Foreign  Policy  Association,  Reports,  v.  xiii,  No.  20,  1938;  U.  S.  Maritime 
Commission,  Economic  Survey  of  the  American  Merchant  Marine  (1937). 

On  POWER,  see  John  Bauer  and  N.  Gold,  Electric  Power  Industry  (1939), 
for  the  picture  of  industrial  growth.  Problems  of  regulation  are  dealt  with  in 
R.  D.  Baum,  Federal  Power  Commission  and  State  Utility  Regulation  (1942); 
H.  L.  Elsbree,  Interstate  Transmission  of  Electric  Power:  A  Study  in  the  Con- 
flict of  State  and  Federal  Jurisdiction  (1931) ;  Twentieth  Century  Fund,  Power 
Industry  and  the  Public  Interest  (1944).  David  Lilienthal,  TV  A:  Democracy 
on  the  March  (1944),  and  C.  Herman  Pritchett,  Tennessee  Valley  Authority 
(1943),  describe  the  most  ambitious  of  the  New  Deal  power  programs.  F.  W. 
Miller,  Public  Rural  Electrification  (1944),  summarizes  another  federal  effort 
to  spur  use  of  electric  power. 

HOUSING.  These  books  consider  housing  needs  and  efforts  to  meet  them 
through  federal  programs:  T.  R.  Carskaden,  Houses  for  Tomorrow  (1944); 
James  Ford,  and  others,  Slums  and  Housing,  2  v.  (1936);  M..  W.  Straus  and 
T.  Wegg,  Housing  Comes  of  Age  (1938);  Nathan  Straus,  Seven  Myths  of 
Housing  (1944).  See  also,  Miles  L.  Colean,  American  Housing  (1947),  and 
Impact  of  Government  on  Real  Estate  Finance  in  the  United  States  (1950). 

FINANCE.  General  issues  are  considered  in  Neal  H.  Jacoby  and  R.  J.  Saul- 
nier,  Business,  Finance  and  Banking  (1948),  and  H.  G.  Moulton,  Financial  Or- 
ganization  of  Society,  Charles  C.  Chapman,  Development  of  American  Business 
and  Banking  Thought,  1913-36  (1936),  depicts  a  maturing  banking  manage- 
ment. 

MONETARY  POLICY.  Efforts  to  raise  price  levels  by  monetary  tinkering  are 
discussed  in  A.  W.  Crawford,  Monetary  Management  under  the  New  Deal 
(1940);  G.  C.  Johnson,  Treasury  and  Monetary  Policy,  1933-1938  (1939); 
Leo  Pasvolsky,  Current  Monetary  Issues  (1933).  Marriner  S.  Eccles,  Beckon- 
ing Frontiers  (1951),  deals  with  New  Deal  financial  policies  from  a  responsible 
official's  viewpoint. 

DEBT.  Twentieth  Century  Fund,  Debts  and  Recovery,  1929-37  (1938),  is 
concerned  with  the  burden  under  which  the  economy  labored;  Reconstruction 
Finance  Corporation,  Seven-Year  Report  to  the  President  and  Congress  (1939), 
summarizes  the  work  of  an  important  agency  dealing  with  the  consequences 
of  debt. 

REGULATION  OF  BANKING  PRACTICE  is  discussed  in  R.  L.  Weissman,  New 
Federal  Reserve  System  (1936).  Background  material  for  the  New  Deal  bank- 
ing acts  will  be  found  in  B.  H.  Beckhard,  New  York  Money  Market,  4  v. 
(1932);  W.  Randolph  Burgess,  Reserve  Banks  and  the  Money  Market  (1936); 
William  H.  Steiner,  Money  and  Banking  (1933).  Esther  R.  Taus,  Central 
Banking  Functions  of  the  United  States  Treasury,  1789-1941  (1943),  explores 
the  twilight  zone  between  fiscal  and  banking  policy. 

REGULATION  OF  INVESTMENT  PRACTICE  is  discussed  in  these  books:  WiHard 
E.  Atkins,  G.  W.  Edwards,  and  H.  G.  Moulton,  Regulation  of  the  Security 
Market  (1946);  Emanuel  Stein,  Government  and  the  Investor  (1941);  R.  L. 
Weissman,  New  Watt  Street  (1939),  and  Investment  Company:  Purpose  and 
Promise  (1951).  Ferdinand  T.  Pecora,  Wall  Street  under  Oath  (1939),  is  the 
work  of  the  attorney  for  a  Congressional  investigating  committee;  compare  the 
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financial  practices  and  attitudes  explored  with  those  inquired  into  by  L.  D. 
Brandeis  in  Other  People's  Money, 

Chapter  20 

GENERAL  WORKS.  See  titles  cited  in  Chapter  17.  See  also,  Merle  Fainsod 
and  Lincoln  Gordon,  Government  and  the  American  Economy  (1941),  and 
L.  M.  Hacker,  Shaping  of  the  American  Tradition,  Section  XI. 

ELECTION  OF  1936.  See  E.  E.  Robinson,  They  Voted  for  Roosevelt.  See 
also,  J.  A.  Farley,  Behind  the  Ballots  (1938);  Frederick  Palmer,  This  Man 
Landon  (1936).  The  candidates  speak  in  F.  D.  Roosevelt,  Public  Papers  and 
Addresses,  and  Alfred  M.  Landon,  America  at  the  Crossroads  (1936) . 

THE  SUPREME  COURT  FIGHT.  J.  R.  Commons,  Legal  Foundations  of 
Capitalism,  contributes  to  understanding.  Carl  B.  Swisher,  American  Constitu- 
tional Development  (1943),  affords  a  useful  general  view.  The  following  deal 
with  the  Court  controversy  in  background  and  aftermath:  Louis  Boudin,  Gov- 
ernment by  Judiciary  (1932);  Robert  K.  Carr,  Supreme  Court  and  Judicial 
Review  (1942);  E.  S.  Corwin,  Tioilight  of  the  Supreme  Court  (1934),  Court 
over  Constitution  (1938),  and  Constitutional  Revolution  (1941);  Erik  M. 
Erikson,  Supreme  Court  and  the  New  Deal  (1941);  Samuel  Hendel,  Charles 
Evans  Hughes  and  the  Supreme  Court  (1951);  Robert  H,  Jackson,  Struggle 
for  Judicial  Supremacy  (1941);  S.  J.  Konefsky,  Chief  Justice  Stone  and  the 
Supreme  Court  (1945);  C.  Herman  Pritchett,  Roosevelt  Court:  A  Study  in 
Judicial  Politics  and  Values,  1937-1947  (1948);  M.  J.  Pusey,  Charles  Evans 
Hughes,  2  v.  (1951) .  Joseph  Alsop  and  Turner  Catledge,  The  168  Days  (1938), 
supplies  a  serviceable  correspondents'  running  account  of  the  battle. 

FOREIGN  TRADE.  For  background  on  economic  foreign  policy,  consult, 
W.  A.  Brown,  International  Gold  Standard  Reinterpreted,  2  v.  (1940);  Paul 
Einzig,  World  Finance,  1914-35  (1935);  A.  D.  Gayer  and  C.  T.  Schmidt, 
compilers,  American  Economic  Foreign  Policy  (1939);  International  Docu- 
ments Service,  International  Currency  Experience:  Lessons  of  the  Intertoar 
Period  (1944).  See  also,  the  titles  cited  under  Chapter  14.  In  addition,  see 
J.  T.  Madden,  Marcus  Nadler,  and  H.  C.  Sauvain,  America's  Experience  as  a 
Creditor  Nation  (1937),  and  R.  L.  Sammons  and  Milton  Abelson,  American 
Direct  Investments  in  Foreign  Countries  (1942). 

On  the  RECIPROCAL  TRADE  PROGRAM,  see  Mordekai  Ezekiel,  Economic  Rela- 
tions between  the  Americas  (1941).  See  also,  G.  L.  Beckett,  Reciprocal  Trade 
Agreement  Program  (1941);  J.  C.  Pearson,  Reciprocal  Trade  Agreements  Pro- 
gram (1942);  Alonzo  E.  Taylor,  New  Deal  and  Foreign  Trade  (1935).  Con- 
sult also,  Cordell  Hull,  Memoirs.  Eleanor  L.  Dulles,  Export-Import  Bank  of 
Washington  (1944),  deals  with  federal  effort  to  facilitate  the  financing  of 
foreign  trading. 

THE  RECESSION  OF  1937.  Economic  aspects  are  treated  in  the  following 
books  which  include  useful  factual  material:  Harold  Barger,  Outlay  and  In- 
come in  the  United  States,  1921-1939  (1942);  Solomon  Fabricant,  Employ- 
ment in  Manufacturing,  1899-1939  (1942),  and  Labor-Savings  in  American 
Industry  (1945);  Simon  Kuznets,  Commodity  Flow  and  Capital  Formation 
(1938),  and  National  Income  and  its  Components;  F.  C.  Mills,  Prices  in  Reces- 
sion and  Recovery  (1936);  H.  G.  Moulton,  G.  W.  pdwards,  J.  D.  Magee,  and 
Cleona  Lewis,  Capital  Expansion,  Employment  and  Economic  Stability  (1940) ; 
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National  Resources  Committee,  Technological  Trends  and  National  Policy 
(1937). 

POLITICAL  IMPACT.  A.  E.  Burns  and  D.  S.  Watson,  Government  Spend- 
ing  and  Economic  Expansion  (1940),  and  Alvin  H.  Hansen,  Full  Recovery  or 
Stagnation  (1938),  deal  with  the  theory  of  spending  policy.  H,  G.  Moulton, 
New  Philosophy  of  Public  Debt  (1943),  is  an  adverse  criticism  of  deficit  spend- 
ing. See  also,  Sherwood  M.  Fine,  Public  Spending  and  the  National  Income 
(1941).  Richard  W.  Lindholm,  Public  Finance  and  Fiscal  Policy  (1950),  is  a 
useful  general  work.  Convenient  tabulations  on  state,  local,  and  federal  special 
agency  spending  will  be  found  in  Paul  Ellis,  World's  Biggest  Business:  Ameri- 
can Public  Spending,  1914-1944  (1944).  Gerard  Colm  and  Fritz  Lehmann, 
Economic  Consequences  of  Recent  American  Tax  Policy  (1938);  Twentieth 
Century  Fund,  Facing  the  Tax  Problem  (1937);  and  Lucius  Wilmerding, 
Spending  Power  (1943),  also  count  costs.  M.  Slade  Kendrick,  Undistributed 
Profits  Tax  (1937),  is  an  account  of  an  unsuccessful  tax  measure. 

PROBLEMS  OF  CAPITAL  GROWTH  are  dealt  with  in  Oscar  L.  Altaian,  Saving, 
Investment,  and  National  Income,  Temporary  National  Economic  Committee 
Monograph  No.  37  (1941);  H.  G.  Moulton,  and  associates,  Capital  Expansion, 
Employment  and  Economic  Stability;  H.  G.  Moulton,  Controlling  Factors  in 
Economic  Development  (1949);  George  J.  Stigler,  Trends  in  Output  and 
Employment  (1947). 

On  the  DRIVE  AGAINST  MONOPOLY,  Wendell  Berge,  Cartels  (1944),  con- 
siders international  implications;  David  Lynch,  Concentration  of  Economic 
Power  (1946),  describes  one  New  Deal  effort  to  meet  the  domestic  issue. 
See  also,  "Sherman  Act  and  its  Enforcement,"  Law  and  Contemporary  Prob- 
lems, v.  VIII  (Winter,  1940). 

On  CONSUMER  PROTECTION,  see  the  titles  listed  under  Pure  Food  laws  in 
Chapter  3.  See  also,  Joseph  Gaer,  Consumers  All  (1940),  and  Ruth  Lamb, 
American  Chamber  of  Horrors  (1937). 

These  books  deal  with  RETAIL  PRICE-FIXING:  E.  T.  Grether,  Price  Control 
under  Fair  Trade  Legislation  (1939);  Albert  Haring,  Retail  Price  Cutting  and 
its  Control  by  Manufacturers  (1935);  Wright  Patman,  Robinson-Patman  Act 
(1938);  Myron  W.  Watkins,  Public  Regulation  of  Competitive  Practices  in 
Business  Enterprise  (1940). 

POLITICAL  IMPLICATIONS  of  the  new  concept  of  government's  function  are 
elaborated  in  G.  C.  S.  Benson,  New  Centralization  (1941);  E.  P.  Herring, 
Public  Administration  and  the  Public  Interest  (1936);  A.  N.  Holcombe,  New 
Party  Politics  (1934);  A.  C.  Millspaugh,  Democracy,  Efficiency,  Stability:  An 
Appraisal  of  American  Government  (1942).  These  books  supply  information 
on  pressure  groups  and  problems  of  legislative  control  of  administrative  agen- 
cies: G.  K.  Crawford,  Pressure  Boys  (1939);  F.  R.  Kent,  Without  Grease 
(1936);  V,  0.  Key,  Politics,  Parties,  and  Pressure  Groups  (1942);  J.  L. 
McCamy,  Government  Publicity  (1939);  John  McDiarmid,  Government  Cor- 
porations and  Federal  Funds  (1939);  Nelson  M.  McGreary,  Development  of 
Congressional  Investigative  Power  (1940). 

CRITIQUE.  The»  find  the  New  Deal  overly  conservative:  John  M.  Blair, 
Seeds  of  Destruction  (1938);  Lewis  Corey,  Decline  of  American  Capitalism 
(1934);  Norman  Thomas,  Choice  before  Us  (1934).  Herbert  Hoover,  Ad- 
dresses upon  the  American  Road,  1983-88  (1939),  offers  the  view  of  a  political 
opponent.  The  opinions  of  disillusioned  New  Dealers  will  be  found  in  Raymond 
Moley,  After  Seven  Jears,  and  Donald  Richberg,  Rainbow  (1936).  Academic 
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criticism  is  offered  by  Eli  Ginzberg,  Illusion  of  Economic  Stability  (1939), 
and  Friedrich  A.  Hayek,  Collectivist  Economic  Planning  (1935). 

Chapter  21 

GENERAL  WORKS.  F.  C.  Allen,  Since  Yesterday  (1940);  C.  A.  and  M.  R. 
Beard,  America  in  Midpassage  (1939);  R.  S.  and  H.  M.  Lynd,  Middletown  in 
Transition  (1937),  "Recent  Social  Trends,"  American  Journal  of  Sociology, 
v,  67  (May,  1942);  Dixon  Wecter,  Age  of  the  Great  Depression.  On  SOCIAL 
IMPLICATIONS  OF  THE  DEPRESSION  see  the  titles  cited  under  personal  impacts 
of  unemployment  in  WORKS  AND  RELIEF,  Chapter  16.  See  also,  James  Rorty, 
Where  Life  is  Better  (1936).  For  graphic  portrayals  of  rural  poverty  see, 
James  Agee  and  Walker  Evans,  Let  Us  Now  Praise  Famous  Men  (1941),  and 
Margaret  Bourke-White  and  Erskine  Caldwell,  Yow  Have  Seen  their  Faces 
(1937).  The  temper  of  the  time  is  illustrated  by  these  books:  Alfred  Bingham, 
Insurgent  America  (1936);  Stuart  Chase,  Economy  of  Abundance  (1934); 
Lewis  Corey,  Crisis  of  the  Middle  Class  (1935);  Howard  Scott,  Introduction 
to  Technocracy  (1933);  George  Soule,  Coming  American  Revolution  (1934). 
See  also,  J.  C.  Ransom,  and  others,  I'll  Take  My  Stand,  for  whole-hog  repudia- 
tion of  industrialism.  Ralph  Borsodi,  This  Ugly  Civilization  (1929),  and  Flight 
from  the  City  (1933),  both  campaign  for  a  decentralized  but  electric-powered 
economy,  with  production  restored  to  the  home,  While  the  1920*s  had  "de- 
bunked" only  established  reputations,  the  30's  attacked  the  contemporary 
"sacred  cow"  of  expensively-advertised  branded  merchandise  in  such  widely- 
'  sold  books  as  T.  Swann  Harding  Joys  of  Ignorance  (1932),  and  Popular  Prac- 
tice of  Fraud  (1935);  Arthur  Kallett  and  F.  J.  Schlink,  100,000,000  Guinea 
Pigs  (1932);  and  James  Rorty,  Our  Master's  Voice  (1934).  Renewed  apprecia- 
tion of  the  cultural  potentialities  of  the  United  States  is  shown  in  Malcolm 
Cowley,  Exile's  Return:  A  Narrative  of  Ideas  (1934),  and  H.  E.  Stearns, 
Rediscovering  America  (1934). 

The  quality  of  the  30's  SEARCH  FOR  FAITH  is  illuminated  by  Charles  Dickens, 
Life  of  Our  Lord  (1934),  and  L.  C,  Douglas,  Green  Light  (1935),  each  a  best 
seller  in  its  year.  Some  of  the  stranger  aspects  of  that  quest  are  illustrated  by 
Marcus  Bach,  They  Have  Found  a  Faith  (1946),  and  Ben  C.  Clough,  Ameri- 
can Imagination  at  Work  (1947). 

PUBLIC  OPINION  and  its  molders  are  illuminated  by  the  following:  F.  L.  Mott, 
American  Journalism:  A  History  of  Newspapers  in  the  United  States  (1950); 
Oswald  Garrison  Villard,  Disappearing  Daily  (1944).  The  new  study  of  public 
opinion  is  described  in  Hadley  Cantril,  Gauging  Public  Opinion,  (1944); 
Leonard  W.  Doob,  Public  Opinion  and  Propaganda  (1948);  Lindsay  Rogers, 
Pollsters  (1949). 

On  DIVERSIONS,  see  the  books  by  Dulles  and  Weaver  cited  in  Chapter  13. 
Gilbert  Seldes,  Great  Audience  (1950),  considers  the  movies  and  radio  from 
the  viewpoint  of  their  wasted  opportunities,  cf.  his  Seven  Lively  Arts  (1924). 
For  the  movies  see  also,  M.  D.  Huettig,  Economic  Control  of  the  Motion  Pic- 
ture Industry  (1944),  and  Margaret  Thorp,  America  at  the  Movies  (1940). 
Parker  Tyler,  Hollywood  Hallucination  (1944),  and  Myth  and  Magic  of  the 
Movies  (1947),  offer  psychological  interpretation.  K.  S.  Tyler,  Modern  Radio 
(1947)  is  a  general  work.  Hadley  Cantril,  Invasion  from  Mars  (1940),  de- 


BIBLIOGRAPHY  667 

scribes  the  most  celebrated  demonstration  of  the  radio  listener's  inability  to 
distinguish  between  fact  and  fiction. 

For  FAMILY  LIFE  in  the  depression,  see  titles  under  WORKS  AND  RELIEF  in 
Chapter  14.  See  also,  Anna  de  Koven,  Women  in  Cycles  of  Culture. 

SCIENTIFIC  ADVANCE.  G.  A,  Baitsell,  editor,  Science  in  Progress,  3  v. 
(1939-42);  Williams  Haynes,  Men,  Money  and  Molecules  (1936);  Bernard 
Jaffe,  Outposts  of  Science  (1935);  A.  K,  Solomon,  Why  Smash  Atoms?  (1940); 
Harold  Ward,  editor,  New  Worlds  in  Science  (1941).  See  also,  Roger  Burl- 
inghame,  Engines  of  Democracy:  Inventions  and  Society  in  Mature  America 
(1940). 

EDUCATION  AND  THE  SOCIAL  STUDIES.  A.  E.  Meyer,  Development 
of  Education  in  the  Twentieth  Century,  is  useful.  R.  F.  Butts,  College  Charts  its 
Course  (1939),  and  E.  V.  Hollis,  Philanthropic  Foundations  and  Higher  Edu- 
cation (1938),  discuss  changes  in  that  field.  The  return  to  traditionalism  is 
advocated  by  R.  M.  Hutchins,  Higher  Learning  in  America  (1936) -and  com- 
pare Veblen's  book  of  the  same  name-and  John  U.  Nef,  United  States  and 
Civilization  (1942),  and  opposed  by  H.  D.  Gideonse,  Higher  Learning  in  a 
Democracy  (1937);  G.  A.  Lundberg,  Can  Science  Save  Us?  (1947);  and  R.  S, 
Lynd,  Knowledge  for  What?:  The  Place  of  the  Social  Sciences  in  American 
Culture  (1939). 

For  notable  instances  of  the  new  currents  in  the  SOCIAL  SCIENCES,  see  Thur- 
man  W,  Arnold,  Folklore  of  Capitalism  (1937);  Edward  Chamberlin,  Theory 
of  Monopolistic  Competition  (1938);  J.  M.  Clark,  "Past  Accomplishments  and 
Present  Prospects  of  American  Economics,"  American  Economic  Review, 
v.  XXVI  (March,  1936);  John  Dewey,  Logic;  The  Theory  of  Inquiry  (1936). 
Allison  Davis  and  B.  B.  Gardner,  Deep  South  (1941),  and  James  Plant,  Per- 
sonality and  the  Cultural  Pattern  (1937),  show  the  cross-fertilization  of  disci- 
plines. Edgar  Kemler,  Deflation  of  American  Ideals:  An  Ethical  Guide  for  New 
'  Dealers  (1941),  is  an  interesting  although  often  too  glibly  phrased  inquiry 
into  the  deficiencies  of  the  old-line  Progressive  approach. 

MUSIC  AND  THE  FINE  ARTS.  Aaron  Copland,  Our  New  Music  (1941); 
James  T.  Howard,  Our  Contemporary  Composers:  American  Music  in  the 
Twentieth  Century  (1941);  W.  Sergeant,  Jazz  Hot  and  Hybrid  (1939). 
Oliver  W.  Larkin,  Art  and  Life  in  America,  continues  useful  although  not  equal 
to  the  promise  of  its  title.  See  also,  Talbot  Hamlin,  editor,  Forms  and  Functions 
of  Twentieth  Century  Architecture,  4  v.  (1952), 

On  LITEBABY  TBENDS,  Oscar  Cargill,  Intellectual  America,  and  Alfred  Kazin, 
On  Native  Grounds,  offer  a  survey.  Percy  Boynton,  America  in  Contemporary 
Fiction  (1940);  Maxwell  Geismai,  Writers  in  Crisis  (1942);  Harry  Hartwick, 
Foreground  of  American  Fiction  (1934);  Granville  Hicks,  Great  Tradition 
(1935);  Leo  Gurko,  Angry  Decade  (1947);  H.  E,  Luccock,  American  Mirror 
(1940),  show  contemporary  views,  concentrating  on  the  novel.  F.  0.  Matthies- 
sen,  Achievement  of  T.  S,  Eliot  (1935),  offers  the  work  of  a  notable  critic  on 
an  influential  literary  mind. 

On  POPULAR  TASTE,  J.  D.  Hart,  Popular  Book  and  F.  L,  Mott,  Golden  Multi- 
tudes continue  to  supply  material,  David  Cohn,  Good  Old  Days,  with  its  bor- 
rowings from  mail-order  catalogs,  offers  useful  evidence  on  changing  tastes 
and  fashions.  The  "Symposium  on  Characteristics  of  American  Culture  and  its 
Place  in  General  Culture,"  American  Philosophical  Society,  Proceedings,  v.  83 
(September,  1940),  supplies  interesting  evidence  of  the  fact  that  even  culti- 
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voted  Americans  feel  obliged  to  justify  both  the  achievements  of  their  country- 
men and  their  own  preoccupation  with  what  is  of  such  small  general  concern. 

Chapter  22 

GENERAL  WORKS.  Basil  Rauch,  Roosevelt:  from  Munich  to  Pearl  Harbor 
(1950).  See  also,  general  treatments  cited  in  Chapter  14  and  the  diplomatic 
histories  listed  under  TEXTBOOKS  AND  SERIES.  Whitney  Shepardson  and  W.  0. 
Scroggs,  editors,  United  States  in  World  Affairs  (1940 — ),  is  a  useful  survey. 
Cordell  Hull,  Memoirs,  and  F.  D.  Roosevelt,  Public  Papers  and  Addresses  are 
important.  See  also,  Richard  W,  Van  Alstyne,  American  Crisis  Diplomacy:  The 
Quest  for  Collective  Security,  1918-1952  (1952). 

RELATIONS  WITH  LATIN  AMERICA.  For  general  treatments,  see  the 
diplomatic  histories  listed  under  TEXTBOOKS  AND  SERIES.  See,  too,  L.  D.  Bald- 
win, Story  of  the  Americas  (1943),  and  S.  F.  Bemis,  Latin-American  Policy  of 
the  United  States  (1943). 

On  the  GOOD  NEIGHBOR  POLICY,  see,  A.  A.  Berle,  Jr.,  New  Directions  in  the 
New  World  (1940);  Carnegie  Endowment  for  International  Peace,  Division 
of  International  Law,  International  Conferences  of  American  States,  First 
Supplement,  1933-40  (1940);  Cordell  Hull,  Memoirs;  Charles  Wertenbaker, 
New  Doctrine  for  the  Americas  (1940). 

On  THE  CARIBBEAN,  see,  Dexter  Perkins,  United  States  and  the  Caribbean 
(1947);  J.  Fred  Rippy,  Caribbean  Danger  Zone  (1940).  R.  H.  Fitzgibbon, 
Cuba  and  the  United  States,  1900-1935  (1935),  and  Foreign  Policy  Associa- 
tion, Problems  of  the  New  Cuba  (1935),  elucidate  changes  of  policy  toward 
that  island. 

The  following  books  cast  light  on  UNITED  STATES-MEXICAN  RELATIONS: 
Wendell  C.  Gordon,  Expropriation  of  Foreign-Owned  Property  in  Mexico 
(1941);  Harlow  S.  Person,  Mexican  Oil.  Josephus  Daniels,  Shirt-Sleeve  Diplo- 
mat (1947),  relates  some  experiences  of  the  United  States  ambassador, 
1933-42. 

Carnegie  Endowment  for  International  Peace,  Proceedings  of  the  Inter- 
American  Educational  and  Cultural  Conference  (1940),  describes  efforts  to 
further  mutual  appreciation  among  the  American  states.  W.  A.  M.  Burden, 
Struggle  for  Airways  in  Latin  America  (1943),  is  a  special  study. 

On  RELATIONS  WITH  CANADA,  these  are  useful:  John  MacCormac,  Canada: 
America's  Problem  (1941);  E.  W.  Mclnnis,  Unguarded  Frontier:  A  History  of 
American-Canadian  Relations  (1942). 

THE  STRUGGLE  FOR  NEUTRALITY.  Edward  Borchard  and  W.  P.  Page, 
Neutrality  for  the  United  States  (1937),  and  J.  F.  Rippy,  America  and  the 
Strife  of  Europe  (1938),  bear  witness  to  the  desire  to  remain  aloof.  Elton 
Atwater,  American  Regulation  of  Arms  Exports  (1941),  and  Murray  Stedman, 
Exporting  Arms:  The  Federal  Arms  Administration,  1935-1945  (1947),  deal 
with  the  neutrality  laws  and  their  enforcement.  On  the  effort  to  disengage  the 
United  States  from  Pacific  entanglement  through  its  possessions,  see  J.  R,  Hay- 
den,  Philippines  (1942). 

These  books  deal  with  the  FAILURE  OF  DISARMAMENT:  Mauritz  Hallgren, 
Tragic  Fallacy  (1937);  C.  L.  Hoag,  Preface  to  Preparedness  (1941);  J.  T. 
Shotwell  and  Marina  Salom,  Lessons  on  Security  and  Disarmament  (1949); 
Merze  Tate,  United  States  and  Armaments  (1948). 
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On  the  RENEWAL  OF  PREPAREDNESS,  consult:  R.  H.  Albion,  Sea-Lanes  in 
Wartime:  The  American  Experience,  1775-1942  (1943);  G.  T.  Davis,  Navy 
Second  to  None  (1940) ;  Donald  W.  Mitchell,  History  of  the  Modern  American 
Navy,  1883-1941  (1946);  U.  S.  Maritime  Commission,  America  Builds  Ships 
(1940). 

BETWEEN  TWO  FIRES.  See  titles  below  under  THE  ROAD  TO  PEARL 
HARBOR,  backgrounds  of  conflict.  See  also,  C.  G.  Haines  and  R.  J.  S.  Hoffman, 
Origins  and  Background  of  the  Second  World  War  (1943);  James  W.  Christo- 
pher, Conflict  in  the  Far  East:  American  Diplomacy  in  China  from  1928  to 
1933  (1950). 

BEYOND  THE  CONFLICT.  L.  W.  Koenig,  Presidency  and  the  Crisis 
(1944),  deals  with  political  and  administrative  aspects  of  the  period  1939-41. 
The  struggle  for  the  American  mind  is  seen  in  books  like  C.  A.  Beard,  Foreign 
Policy  for  America  (1940);  Raymond  L.  Buell,  Isolated  America  (1940);  Max 
Lerner,  Ideas  for  the  Ice  Age  (1941);  Harold  Lavine  and  James  Wechsler, 
War  Propaganda  and  the  United  States  (1940);  J.  F.  Rippy,  America  and  the 
Strife  of  Europe.  See  also,  What  America  Thinks,  Cartoons  and  Editorials, 
1938-41  (1941). 

The  CAMPAIGN  OF  1940.  The  candidates  speak  for  themselves  in  Wendell  L. 
Willkie,  Free  Enterprise  (1940),  and  This  is  Wendell  Willkie  (1940);  and 
F.  D.  Roosevelt,  Public  Papers  and  Addresses.  Republicans  T.  E.  Dewey,  Case 
against  the  New  Deal  (1940),  and  Herbert  Hoover,  Further  Addresses  on  the 
American  Road  (1940),  join  the  attack. 

The  DEFENSE  PROGRAM  is  covered  in  these  books:  Seymour  Harris,  Eco- 
nomics of  American  Defense  (1941);  A.  G.  Hart,  and  associates,  Paying  for 
Defense  (1941);  H.  G.  Moulton,  Fundamental  Issues  in  National  Defense 
(1941);  H.  S.  Tobin  and  P.  W.  Bidwell,  Mobilizing  Civilian  America  (1940), 
Lend-Lease  is  described  in  E.  R.  Stettinius,  Jr.,  Lend-Lease:  Weapon  for 
Victory  (1944). 

ROAD  TO  PEARL  HARBOR.  Backgrounds  of  conflict  will  be  found  in 
C.  A.  Buss,  War  and  Diplomacy  in  Eastern  Asia  (1941);  J.  G.  Grew,  Ten  Years 
in  Japan  (1944);  W.  C.  Johnstone,  United  States  and  Japan's  New  Order 
(1941);  Owen  Lattimore,  Manchuria:  Cradle  of  Conflict  (1932);  Nathaniel 
Peffer,  Prerequisites  for  Peace  in  the  Far  East  (1940);  H,  S.  Quigley,  Far 
Eastern  War,  1937-1941  (1942);  H.  L.  Stimson,  Far  Eastern  Crisis  (1936). 
General  treatments  are  provided  by  T.  A.  Bisson,  America's  Far  Eastern  Policy 
(1945);  Herbert  Feis,  Road  to  Pearl  Harbor  (1950);  A.  W.  Griswold,  Far 
Eastern  Policy  of  the  United  States;  William  L.  Langer  and  S.  E.  Gleason, 
Challenge  to  Isolation  (1952);  Basil  Rauch,  Roosevelt:  Munich  to  Pearl 
Harbor.  Forrest  Davis  and  E.  K.  Lindley,  How  War  Came  (1942),  is  a  popular 
account;  U.  S.  Department  of  State,  Peace  and  War:  U.  S.  Foreign  Policy, 
1931-41  (1943),  is  an  official  statement.  Counterviews  are  offered  by  Charles 
A,  Beard,  American  Foreign  Policy  in  the  Making:  1930-1940:  A  Study  in 
Responsibilities  (1946),  and  President  Roosevelt  and  the  Coming  of  the  War: 
1941:  A  Study  in  Appearances  and  Realities  (1948);  and  Charles  E.  Tansill, 
Back  Door  to  War:  The  Roosevelt  Foreign  Policy  (1952).  Documentary  mate- 
rial is  supplied  by  U.  S.  Department  of  State,  Papers  Relating  to  the  Foreign 
Relations  of  the  U.  S.:  Japan,  1931-41  (1943).  A  general  selection  will  be 
found  in  J.  W.  Gantenbein,  editor,  Documentary  Background  of  World  War  II, 
1931  to  1941  (1948);  this  has  an  especially  interesting  section  on  German- 
Russian-Japanese  relations  between  1939  and  1941. 
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Chapter  23 

GENERAL  WORKS,  John  R.  Graf,  Survey  of  the  American  Economy  1940- 
1946  ( 1947) .  Other  works  on  the  war  economy  as  a  whole  are  Seymour  Harris, 
Economics  of  America  at  War  (1943);  Emanuel  Stein  and  Jules  Backman, 
War  Economics  (1942);  E.  Stein,  J.  D.  Magee,  and  W.  J.  Ronan,  €)ur  War 
Economy:  Government— Production— 'Finance  (1943). 

GOVERNMENT  ORGANIZATION  FOR  WAR.  U.  S.  Bureau  of  the  Budget, 
United  States  at  War:  Development  and  Administration  of  the  War  Program 
(1946),  is  a  comprehensive  official  account.  See  also,  W.  H.  Nichols  and  J.  A. 
Vieg,  Wartime  Government  in  Operation  (1943). 

MOBILIZATION  AGAINST  INTERNAL  DISSENSION  is  dealt  with  in  the  following: 
Zechariah  Chafee,  Jr.,  Free  Speech  in  the  United  States  (rev.  ed.,  1942); 
E.  S.  Corwin,  Total  War  and  the  Constitution  (1947);  Mauritz  Hallgren, 
Landscape  of  Freedom  (1941).  J.  L.  De  Witt,  Final  Report:  Japanese  Evacua- 
tion from  the  West  Coast  (1943),  is  an  account  by  the  general  in  charge,  with 
numerous  documents  and  maps.  Positive  aspects  of  the  mobilization  of  morale 
are  considered  in  G.  B.  Watson,  editor,  Civilian  Morale  (1942);  Council  on 
Books  in  Wartime,  History  of  the  Council  on  Books  in  Wartime  (1946).  The 
dangers  of  social  division  are  explored  in  Carey  McWilliams,  Prejudice: 
Japanese-Americans,  Symbol  of  Racial  Intolerance  (1944),  and  Mask  for 
Privilege:  AntiSemitism  in  America  (1948).  New  interest  in  minority  groups 
is  illustrated  by  F.  J.  Brown  and  J.  S.  Roucek,  One  America  (1946).  E.  Frank- 
lin Frazier,  Negro  in  the  United  States  (1949)  is  a  convenient  general  work, 
Arna  Bontemps  and  Jack  Conroy,  They  Seek  a  City  (1945),  and  Gunnar 
Myrdal,  American  Dilemma,  2  v.  (1944),  are  sociological  studies.  Robert  C. 
Weaver,  Negro  Labor:  A  National  Problem  (1946),  considers  a  practical  issue. 
Malcolm  Ross,  All  Manner  of  Men  (1948),  describes  a  wartime  program  to 
meet  it.  The  aggressive  aspect  of  mobilization  of  morale  is  dealt  with  in 
Wallace  Carrol,  Persuade  or  Perish  (1948);  Daniel  Lerner,  Sykewar:  Psycho- 
logical Warfare  against  Germany,  D-Day  to  VE-Day  (1949);  Carroll  C.  Pratt, 
Psychology:  The  Third  Dimension  of  War  (1942);  Charles  A.  H.  Thomson, 
Overseas  Information  Service  (1948). 

MANPOWER  AND  LABOR  PROBLEMS.  Mobilization  of  military  man- 
power is  dealt  with  in  L.  B.  Hershey,  Selective  Service  in  Peacetime  (1941), 
and  Selective  Service  in  Wartime  (1942,  1944,  1945).  U.  S,  Department  of 
the  Army,  Historical  Division,  United  States  Army  in  World  War  II:  Army 
Ground  Forces,  2  v.  (1947-48),  deals  with  organization  and  training.  Prob- 
lems of  civilian  manpower  and  industrial  relations  are  considered  in  National 
War  Labor  Board,  Termination  Report,  3  v.  (1946),  of  which  volume  1  is 
particularly  useful.  Wages  are  shown  in  U.  S.  Department  of  Labor,  Bureau  of 
Labor  Statistics,  Chart  Series  (1945).  The  labor  movement  in  wartime  is  con- 
sidered in  Aaron  Levenstein,  Labor  Today  and  Tomorrow  (1945),  and  S.  T. 
Williams  and  Herbert  Harris,  Trends  in  Collective  Bargaining  (1945). 

INDUSTRY.  Mobilization  of  industry  is  covered,  from  the  official  view- 
point, in  U.  S.  Civilian  Production  Administration,  Industrial  Mobilization  for 
War:  History  of  the  WPB,  2  v.  (1947),  A  second  stage  is  discussed  in  Herman 
M.  Somers,  Presidential  Agency:  OWMR,  the  Office  of  War  Mobilization  and 
Reconversion  (1950).  See  also,  Donald  M.  Nelson,  Arsenal  of  Democracy 
(1946).  Special  phases  of  industrial  mobilization  are  discussed  in  Geoffrey  H. 
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Moore,  Production  of  Industrial  Materials  in  World  War  I  and  World  War  II 
(1944),  and  David  Novick,  M.  Ansher,  and  W.  C.  Truppner,  Wartime  Produc- 
tion Controls  (1949).  War  Production  Board,  Wartime  Production  Achieve- 
ments and  the  Reconversion  Outlook  (1945),  is  a  convenient  assembling  of 
facts. 

PRICES,  PBOFITS,  AND  INCOME  are  dealt  with  in  Lester  V.  Chandler,  Inflation 
in  the  United  States  1940-1948  (1951);  F.  C.  Mills,  Prices  in  a  War  Economy 
(1942);  Simon  Kuznets,  National  Product:  War  and  Prewar  (1944),  and 
National  Product  in  Wartime  (1945). 

AGRICULTURE.  Walter  W.  Wilcox,  Farmers  in  the  Second  World  War 
(1947),  is  a  general  summary.  See  also,  Benjamin  Baker,  Wartime  Food  Pro- 
curement and  Production  (1951);  Earl  L.  Butz,  Production  Credit  System  for 
Farmers  (1944);  and  U.  S.  Department  of  Agriculture,  Bureau  of  Agricultural 
Economics,  Agricultural  Situation  (November,  1945).  Rationing  is  dealt  with 
by  William  A.  Nielander,  Wartime  Food  Rationing  in  the  United  States  (1947). 
A  more  general  coverage  of  rationing  will  be  found  in  Victor  A.  Thompson, 
Regulatory  Process  in  OP  A  Rationing  (1950) . 

MOBILIZING  FOREIGN  TRADE.  These  offer  background  material:  R.  W. 
Clarke,  Britain's  Blockade  (1940);  Paul  Einzig,  Economic  Warfare,  1939-40 
(1940);  C.  L.  Leith,  J.  W.  Fumess,  and  Cleona  Lewis,  World  Minerals  and 
World  Peace  (1943);  T.  Reville,  Spoil  of  Europe:  The  Nazi  Technique  in 
Political  and  Economic  Conquest  (1941).  United  States  policies  and  their 
administration  are  set  forth  in  D.  L.  Gordon  and  Royden  Dangerfield,  Hidden 
Weapon  (1947). 

MOBILIZATION  OF  SCIENCE.  E.  C.  Andrus,  D.  W.  Bronk,  and  others, 
Advances  in  Military  Medicine  2  v.  (1948);  J.  D.  Baxter,  Scientists  against 

Time  (1946);  Henry  DeWolf  Smyth,  Atomic  Energy  for  Military  Purposes 

(1945).  See  also,  U,  S.  Senate,  Subcommittee  on  War  Mobilization,  Wartime 
Technological  Development  (1945).  For  a  special  instance  of  joint  effort 
between  science  and  industry  see,  U.  S.  Special  Committee  to  Study  the  Rubber 
Situation,  Report  (1942);  F.  A.  Howard,  Buna  Rubber:  The  Birth  of  an  Indus- 
try (1947);  and  Charles  M.  Wilson,  Trees  and  Test-Tubes  (1943). 

FISCAL  PROBLEMS  AND  INFLATION.  See  titles  cited  above  under 
PBICES.  See  also,  W.  L.  Cram,  and  associates,  Fiscal  Planning  for  Total  War 
(1942);  H.  G.  Moulton,  New  Philosophy  of  Public  Debt;  U.  S,  Bureau  of  the 
Budget,  United  States  at  War;  U.  S.  Secretary  of  the  Treasury,  Annual  Report 
on  the  State  of  the  Finances  (1940-47). 

IMPACTS  OF  WAR.  Pendleton  Herring,  Impact  of  War  (1940);  W.  F. 
Ogburn,  and  others,  American  Society  in  Wartime  (1943);  K.  C.  Stokes, 
Regional  Shifts  in  Population,  Production,  and  Markets,  1939-43  (1943). 

Chapter  24 

GENERAL  WORKS.  Background  material  is  offered  in  Floyd  A.  Cave,  and 
associates,  Origins  and  Consequences  of  World  War  II  (1948);  C.  G.  Haines 
and  R.  J.  S,  Hoffman,  Origins  and  Background  of  the  Second  World  War; 
Allan  Nevins  and  Louis  Hacker,  United  States  and  Its  Place  in  World  Affairs 
(1943);  Dexter  Perkins,  America  and  Two  Wars  (1944).  Extended  com- 
ment at  first  hand  is  provided  by  Winston  Churchill,  Second  World  War 
(5  v.  available  by  1951);  and  Cordell  Hull,  Memoirs.  F.  D.  Roosevelt,  Public 
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Papers  and  Addresses,  continue  useful.  Among  general  military  histories, 
George  C.  Marshall,  H.  H.  Arnold,  and  E.  J.  King,  War  Reports  (1947),  offers 
an  official  summary  by  those  responsible  for  the  American  military  effort. 
H.  S.  Commager,  Story  of  the  Second  World  War  (1945),  and  R.  W.  Shugg 
and  H.  A.  DeWeerd,  World  War  II:  A  Concise  History  (1946),  are  convenient 
secondary  accounts.  Edgar  Mclnnes,  The  War:  An  Annual  Survey  (1939-45), 
is  a  detailed  chronological  account.  Francis  Brown,  War  in  Maps  (1944),  will 
aid  detailed  study.  Samuel  Eliot  Morison,  History  of  United  States  Naval 
Operations  in  World  War  II  (1947—)  will  be  complete  in  13  volumes.  Walter 
Karig,  R.  L.  Harris,  and  F.  A,  Hanson,  Battle  Report,  5  v.  (1949).  Edward 
Steichen,  compiler,  Power  in  the  Pacific:  A  Navy  Picture  Record  (1945),  gives 
a  sense  of  immediacy.  The  work  of  the  Army  Air  Force  will  be  described  in 
W.  F.  Craven  and  J.  L.  Gate,  Army  Air  Force  in  World  War  II  (1949-),  7  v.; 
H.  H.  Arnold,  Global  Mission  (1949),  is  a  personal  account. 

WAR  IN  THE  FAR  EAST.  See  War  Reports  cited  above  for  a  general 
account  See  also,  U.  S.  Army,  Historical  Division,  United  States  Army  in 
World  War  II:  War  in  the  Pacific,  2  v.  (1948-49)  for  particular  campaigns. 
For  a  sampling  of  personal  accounts  by  commanders  in  the  field,  see  R.  L. 
Eichelberger,  Jungle  Road  to  Tokyo  (1950).  Theodore  H.  White,  editor, 
Stilwell  Papers  (1948),  offers  the  acrid  comment  of  a  commander  faced  with 
logistic  and  political  dilemmas.  C.  P.  Romulo,  I  Saw  the  Fall  of  the  Philippines 
(1942),  offers  further  insights  into  a  different  area.  Of  the  spate  of  books  by 
war  correspondents,  these  are  representative,  Jack  Belden,  Retreat  with  Stilwell 
(1943);  Ira  Wolfert,  Battle  for  the  Solomons  (1943).  See  also,  John  Hersey, 
Hiroshima  (1946). 

WAR  IN  EUROPE.  Dwight  D.  Eisenhower,  Crusade  in  Europe  (1948),  is 
the  story  of  the  Allied  Commander-in-Chief.  War  Reports  presents  a  good  brief 
account.  On  the  North  African  campaign,  see  A.  C.  Clifford,  Conquest  of 
North  Africa  (1943),  and  Alan  Moorehead,  Mediterranean  Front  (1942). 
Mark  W.  Clark,  Calculated  Risk  (1950),  relates  the  experiences  of  a  field 
commander.  George  Biddle,  An  American  Artist  at  War  (1944),  offers  an 
unusual  interpretation.  U.  S.  Department  of  the  Army,  Historical  Division, 
United  States  Army  in  World  War  II:  European  Theater:  Lorraine  Campaign 
(1950—),  is  part  of  an  extended  work,  Alfred  Stanford,  Force  Mulberry  (1952), 
describes  the  engineering  which  made  invasion  possible  without  capture  of 
ports.  George  C.  Marshall,  Selected  Speeches  and  Statements  (1945),  and  G.  G. 
Wallace,  Patton  and  His  Third  Army  (1946),  offer  further  light.  See  also, 
Omar  Bradley,  Soldiers  Story  (1951).  W.  H.  Mauldin,  Up  Front  (1945),  and 
Walter  Karig  and  Welbourne  Kelly,  Best  from  Yank  (1945),  give  a  private V 
eye  view.  See  also,  Margaret  Bourke-White,  They  Called  it  "Purple  Heart 
Valley"  (1944). 

WAR  AIMS  AND  WAR  CONFERENCES.  See  titles  cited  under  GEN- 
EBAL  WORKS.  Herbert  Hoover  and  Hugh  Gibson,  Problems  of  Lasting  Peace 
(1942),  and  N.  J.  Spykman,  Americas  Strategy  in  World  Affairs  (1942),  pre- 
sent contemporary  counsel.  Waverley  Root,  Secret  History  of  the  War,  3  v. 
(1945-46),  rides  its  hobby  hard  but  gives  useful  details.  William  D.  Leahy, 
I  Was  There:  The  Personal  Story  of  the  Chief  of  Staff  to  Presidents  Roosevelt 
and  Truman  (1950),  is  as  unwieldy  as  its  title  but  gives  some  interesting  side- 
lights. Wartime  hopes  are  presented  in  H.  A.  Wallace,  Century  of  the  Common 
Man  (1943),  and  W.  L.  Willkie,  One  World  (1943).  S.  McKee  Rosen,  Com- 
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bined  Boards  of  the  Second  World  War  (1951),  deals  with  techniques  of 
coalition  warfare. 

The  organization  and  activities  of  the  UNITED  NATIONS  RELIEF  AND  RE- 
HABILITATION ADMINISTRATION  are  described  in  George  Woodbridge,  UNRRA, 
3  v.  (1950).  UNRRA,  Story  of  U.N.R.R.A.  (1948),  is  a  brief  official  account. 
On  the  UNITED  NATIONS  and  its  organizations,  see  Louis  Doleirt,  United 
Nations  (1946) ;  Herman  Finer,  United  Nations  Economic  and  Social  Organiza- 
tion (1946);  and  Theodore  Besterman,  UNESCO:  Peace  in  the  Minds  of  Men 
(1951).  The  UN  Charter  is  available  as  U.  S.  State  Department  Publication 
No.  2353  (1945).  See  also,  E.  M.  Patterson,  editor,  "Progress  and  Prospects  of 
the  UN,"  American  Academy  of  Political  and  Social  Science,  Annals,  v.  252 
(1947).  Other  discussion  will  be  found  in  Hamilton  Fish  Armstrong,  Calcu- 
lated Risk  (1947),  and  William  G.  Carr,  One  World  in  the  Making:  the  UN 
(1947). 

Chapter  25 

POLITICAL  CLIMATE.  These  are  general  political  treatments,  Cortez 
A.  M.  Ewing,  Congressional  Elections,  1896-1944  (1947);  V.  O.  Key,  Jr. 
Southern  Politics  (1949). 

On  the  DEFLATION  OF  LABOR,  Harry  A.  Millis  and  E.  C.  Brown,  From  the 
Wagner  Act  to  Toft-Hartley  (1950),  is  a  general  study.  Charles  A.  Madison 
deals  with  personal  aspects  in  American  Labor  Leaders  (1950).  Elias  Lieber- 
man,  Unions  before  the  Bar,  presents  some  legal  aspects. 

The  executive  phase  of  the  GOVERNMENT  REORGANIZATION  PROGRAM  is  dis- 
cussed in  Frank  Gervasi,  Big  Government:  The  Meaning  and  Purpose  of  the 
Hoover  Commission  Report  (1949).  Details  and  recommendations  will  be 
found  in  Commission  on  Organization  of  the  Executive  Branch  of  the  Govern- 
ment, Report,  4  v.  (1949).  The  reorganization  of  Congress  is  discussed  in 
American  Political  Science  Association,  Political  Affairs  Committee,  Reorgan- 
ization of  Congress  (1945);  E.  N.  Doan,  LaFollettes;  A.  S.  Mike  Monroney, 
and  others,  Strengthening  our  Political  Institutions  ( 1949 ) . 

Stephen  Kemp  Bailey,  Congress  Makes  a  Law  (1950),  describes  the  inter- 
play of  groups  and  personalities  in  the  shaping  of  the  Employment  Act  of 
1946.  The  Annual  Reports  to  the  President  (1946-)  of  the  Council  of 
Economic  Advisers  set  up  under  the  Act  show  the  law  in  operation,  and 
offer  useful  economic  information  besides. 

The  basic  facts  for  understanding  the  ATOMIC  ENERGY  PROGBAM  will  be 
found  in  79th  Congress,  2nd  Session,  "An  Act  for  the  Development  and 
Control  of  Atomic  Energy/'  See  also,  James  R,  Newman  and  B.  S.  Miller, 
Control  of  Atomic  Energy  (1948),  and  S.  H.  Schurr  and  Jacob  Marshak, 
Economic  Aspects  of  Atomic  Power  (1951), 

THE  ELECTION  OF  1948.  Republican  attitudes  during  the  1948  cam- 
paign are  illuminated  by  the  fact  that  the  campaign  life  of  1944,  Stanley 
Walker,  Dewey;  An  American  of  this  Century,  was  allowed  to  stand  almost 
without  supplement,  nor  was  a  new  volume  of  the  candidate's  speeches 
offered,  Harry  S,  Truman,  Truman  Program:  Addresses  and  Messages  of  the 
President  (1948),  is  a  convenient  compilation.  Jonathan  Daniels,  Man  of 
Independence  (1950),  is  a  study  of  the  successful  candidate.  See  also,  William 
Hillrnan,  Mr.  President  (1952).  Paul  F.  Lazarsfeld,  People's  Choice;  How  the 
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Voter  Makes  Up  His  Mind  in  a  Presidential  Election  (1949),  M.  S.  and  S.  W. 
Stedman,  Discontent  at  the  Polls,  are  special  studies. 

FAIR  DEAL  PROJECTS  are  illustrated  in  the  following;  Oscar  Ewing,  Nations 
Health  (1948),  a  report  by  the  head  of  the  Federal  Security  Agency  in  favor 
of  health  and  disability  insurance.  See  also,  President's  Committee  on  Civil 
Rights,  To  Secure  These  Rights  (1947). 

RECONVERSION:  VJ-DAY  TO  1948.  S.  E.  Harris,  editor,  Economic 
Reconstruction  (1945);  A.  D.  H.  Kaplan,  Liquidation  of  War  Production 
(1945);  J.  M.  Clark,  Demobilization  of  Wartime  Economic  Controls  (1944), 
are  general  treatments.  Ralph  G.  Martin,  Best  is  None  too  Good  (1948),  deals 
with  the  returning  veteran.  B.  M.  Baruch  and  J.  M.  Hancock,  Report  on  War 
and  Postwar  Adjustment  Policies  (1944),  and  U.  S.  Office  of  Contract  Settle- 
ment, History  of  War  Contract  Terminations  and  Settlements  (1947),  are 
official  accounts  of  projects  and  accomplishments.  John  D.  Small,  From  War 
to  Peace:  Civilian  Production  Administration  Report  to  the  President  (1946), 
deals  with  shortages  and  maladjustments  of  the  immediate  postwar  months. 
U.  S.  Department  of  Labor,  National  Wage  Stabilization  Board,  Report 
(1946),  describes  federal  effort  to  deal  with  industrial  conflict.  CREDIT  AND 
FINANCIAL  PROBLEMS  are  discussed  in  C.  C.  Abbott,  Financing  Business 
During  the  Transition  (1946);  Board  of  Governors  of  the  Federal  Reserve 
System,  Public  Finance  and  Full  Employment  (1945),  H.  M.  Groves,  Post- 
war Taxation  and  Economic  Progress  (1946).  PRICE  LEVELS  AND  EMPLOY- 
MENT are  discussed  in  M.  G.  de  Chazeau,  and  others,  Jobs  and  Markets 
(1946);  C.  0.  Hardy,  Prices,  Wages,  and  Employment  (1946);  Calvin  B. 
Hoover,  International  Trade  and  Domestic  Employment  (1945).  Postwar 
forebodings  are  set  down  in:  B.  M.  Anderson,  S.  H.  Schlichter,  and  others, 
Financing  American  Prosperity  (1946);  H.  G.  Moulton  and  K.  T.  Schlotter- 
beck,  Collapse  or  Boom  at  the  End  of  the  War?  (1942);  T.  W.  Schultz,  Agri- 
culture in  an  Unstable  Economy  (1945);  J.  H.  Williams,  Postwar  Monetary 
Plans  and  Other  Essays  (1945). 

POSTWAR  PROSPERITY.  Jules  Backman  and  M.  R.  Gainsbrugh,  Profits 
in  the  National  Economy  (1947),  offers  facts  on  the  crucial  reconversion 
period.  Council  of  Economic  Advisers,  Annual  Reports  cited  above,  provide 
useful  running  accounts  supplemented  with  statistics.  Twentieth  Century 
Fund,  America's  Needs  and  Resources  (1947),  offers  forecast  and  retrospect. 
H.  G.  Moulton,  Controlling  Factors  in  Economic  Development  (1949),  gives 
counsel. 

Three  government  reports  present  current  aspects  of  the  CONCENTRATION 
OF  ECONOMIC  CONTROL:  Federal  Trade  Commission,  Report  on  the  Concen- 
tration of  Productive  Facilities,  1947  (1949);  Merger  Movement:  A  Summary 
(1948);  Smaller  War  Plants  Corporation,  Economic  Concentration  and  World 
War  II  (1946).  George  W.  Stocking  and  Myron  W.  Watkins,  Cartels  or 
Competition?  (1948),  discusses  international  aspects  of  the  problem.  Corwin 
D.  Edwards,  Maintaining  Competition  (1949),  and  G.  W.  Stocking  and 
M.  W.  Watkins,  Monopoly  and  Free  Enterprise  (1951),  are  general  works. 
Edwin  G.  Nourse,  Price  Making  in  a  Democracy  (1944),  urges  the  benefits 
to  the  economy  as  a  whole  of  joint  action  for  progressive  price  reductions. 
See  also,  Sumner  Schlichter,  Future  of  American  Business  (1951).  ON  THE 
PROBLEMS  OF  SMALL  ENTERPRISE,  see  the  following:  U.  S.  Department  of 
Commerce,  "Government  Financial  Aids  to  Small  Business,"  Economic  Series 
No.  48  (1945),  for  federal  programs;  "Financing  Small  Business,"  Law  and 
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Contemporary  Problems,  v.  XI,  No.  2  (1945);  R.  L.  Weissman,  Small  Busi- 
ness and  Venture  Capital  (1945). 

Chapter  26 

GENERAL  WORKS.  J.  E.  Harley,  Documentary  Textbook  on  the  United 
Nations  (1947),  and  World  Peace  Foundation,  Documents  on  American- 
Foreign  Relations,  annual  volumes  covering  the  period  1938-49  (1939—). 
U.  S.  Department  of  State  Publication  No.  3972,  Our  Foreign  Policy  (1950), 
is  an  official  statement.  See  also,  Francis  0.  Wilcox  and  Thorsten  V.  Kalijarvi, 
Recent  American  Foreign  Policy:  Basic  Documents,  1941-1951  (1952). 
D wight  E.  Lee  and  G.  E.  McReynolds,  Essays  in  History  and  International 
Relations  (1949),  includes  some  useful  material.  U.  S.  State  Department  Pub- 
lication No.  2774,  "Making  of  the  Peace  Treaties,  1941-1947"  (1947),  shows 
the  disintegration  of  the  wartime  coalition. 

PROBLEMS  OF  POSTWAR  RECONSTRUCTION.  These  are  general 
works:  Howard  S.  Ellis,  Economics  of  Freedom  (1950);  Twentieth  Century 
Fund,  Rebuilding  the  World  Economy  (1947);  Barbara  Ward,  Policy  for 
the  West  (1950).  These  deal  with  INTERNATIONAL  BALANCES:  Cleona  Lewis, 
Debtor  and  Creditor  Countries,  1938,  1944  (1945);  U.  S.  Department  of 
Commerce,  "International  Transactions  of  the  United  States  during  the 
War,  1940-45,"  Economic  Series  No.  65  (1948).  William  A.  Brown,  United 
States  and  the  Restoration  of  World  Trade;  An  Analysis  and  Appraisal  of 
the  ITO  Charter  (1950). 

On  FOREIGN  Am  PROGRAMS  see,  G.  C.  Marshall,  Harvard  Commencement 
Address  (1947),  the  inception;  J.  A.  Krug,  National  Resources  and  Foreign 
Aid  (1947),  an  examination  of  United  States  capacity  to  carry  through;  U.  S. 
Department  of  State,  Publication  No.  2930,  Report  of  the  Committee  on 
European  Economic  Cooperation,  v.  1  (1947),  a  statement  of  European  needs. 
"American  Foreign  Aid  Programs,"  Academy  of  Political  Science,  Proceedings, 
v.  XXIII,  No.  4,  (January,  1950),  and  Organization  for  European  Economic 
Cooperation,  European  Recovery  Program;  Second  Report  (1950),  are 
reckonings  for  the  first  two  years;  the  shifting  of  emphasis  from  economic 
recovery  to  preparation  for  war  make  subsequent  accounts  not  strictly  com- 
parable. 

THE  DISSIPATION  OF  ONE  WORLD.  General  discussion  of  European 
problems  may  be  found  in  Vera  M.  Dean,  Europe  and  the  United  States 
(1950)  and  Walter  Lippmann,  Cold  War  (1947).  See  also,  the  readings  in 
H.  H.  and  Margaret  Sprout,  Foundations  of  National  Power  (1945).  Russian 
relations  are  illuminated  by  Thomas  A.  Bailey,  America  Faces  Russia;  Russo- 
American  Relations  from  Early  Times  to  Our  Day  (1950);  V.  M.  Dean,  United 
States  and  Russia  (1947);  F.  R.  Dulles,  Road  to  Teheran  (1947);  H.  H. 
Fisher,  America  and  Russia  in  the  World  Community  (1946).  These  books 
deal  with  special  problems  of  that  relationship:  John  R.  Deane,  Strange  Alli- 
ance (1947);  E.  R.  Stettinius,  Jr.,  Roosevelt  and  the  Russians:  The  "Yalta  Con- 
ference (1949);  Walter  Bedell  Smith,  My  Three  Jears  in  Moscow  (1950). 
Twentieth  Century  Fund,  Report  on  the  Greeks  (1947),  describes  the  initial 
stages  of  one  program  for  containing  Communism.  Lucius  D.  Clay,  Decision  in 
Germany  (1950),  is  a  firsthand  report  by  a  responsible  official  involved  in  the 
crucial  conflict. 


676  BIBLIOGRAPHY 

Problems  of  INTERNATIONAL  CONTROL  OF  ATOMIC  ENERGY  are  presented  and 
illuminated  by  U.  S.  Department  of  State,  Publication  No.  2702,  International 
Control  of  Atomic  Energy:  Growth  of  a  Policy  (1946).  Impending  develop- 
ments are  discussed  in  Gerald  Wendt,  Atomic  Energy  and  the  Hydrogen  Bomb 
(1951). 

"IN  TIME  OF  PEACE,  PREPARE  FOR  WAR."  Latin-American  relations 
are  described  in  Richard  F.  Behrendt,  Inter-American  Economic  Relations 
(1948),  and  Mordekai  Ezekiel,  editor,  Towards  World  Prosperity  through 
Industrial  and  Agricultural  Expansion  (1947).  James  W.  Gantenbein,  Evolu- 
tion of  Our  Latin-American  Policy,  includes  a  serviceable  variety  of  docu- 
ments. 

For  the  POINT  FOUR  PROGRAM,  consult,  J.  B.  CondliflEe  and  H.  H.  Hudson, 
Point  Four  and  the  World  Economy  (1950),  and  U.  S.  International  Develop- 
ment Advisory  Board,  Report  to  the  President,  "Partners  In  Progress"  (1951). 

The  NORTH  ATLANTIC  PACT  is  treated  in  Halford  L.  Hoskins,  Atlantic  Pact 
(1949),  and  J.  A.  Krout,  editor,  United  States  and  the  Atlantic  Community 
(1949),  The  "great  debate"  on  the  degree  of  implementation  to  be  given  the 
North  Atlantic  alliance  is  set  in  perspective  by  Robert  A.  Dahl,  Congress  and 
Foreign  Policy  (1950).  See  also,  Lester  Markel  and  others,  Public  Opinion 
and  Foreign  Policy  (1950). 

FAR  EASTERN  PROBLEMS  are  illuminated  by  Pauline  Tompkins,  American- 
Russian  Relations  in  the  Far  East  (1949),  and  U.  S.  Department  of  State, 
United  States  Relations  tenth  China,  with  Special  Reference  to  the  Period 
1944-1949  (1949) .  The  UN  publication,  Korea  and  the  United  Nations  (1950), 
covers  the  period  June-September,  1950,  See  also,  Harold  M.  Vinacke,  United 
States  and  the  Far  East,  1945-1951  (1952). 

On  the  defense  economy,  see  Twentieth  Century  Fund,  Defense  without 
Inflation  (1951),  and  Financing  Defense  (1951), 


Chapter  27 

GENERAL  WORKS.  Grace  K.  Adams,  Mad  Forties  (1942),  reflects  the 
shock  of  war,  as  does  Mercedes  Rosebery,  This  Day's  Madness  ( 1944) .  Attitudes 
toward  American  culture  are  represented  by  "unreconstructed"  expatriate 
Henry  Miller  in  Air-Conditioned  Nightmare,  2  v.  (1945-47),  and  by  a  group 
of  grateful  Europeans  who  may  be  sampled  in  Lili  Foldes,  Two  on  a  Continent 
(1947),  and  Martin  Gumpert,  First  Papers  (1941).  H.  M.  Jones,  Ideas  in 
America  (1944),  and  Ferner  Nuhn,  Wind  Blew  from  the  East  (1940),  are 
essays  in  the  understanding  of  United  States  culture. 

FAITH.  The  intellectual  elite  in  search  of  faith  are  depicted  in  Alfred  E. 
Cohn,  Minerva's  Progress:  Tradition  and  Dissent  in  American  Culture  (1946); 
Lewis  Mumford,  Faith  for  Living  (1940);  Henry  Bamford  Parkes,  Pragmatic 
Test  (1941),  and  American  Experience  (1947).  See  also,  the  annual  symposia 
of  the  Conference  on  Science,  Philosophy  and  Religion  in  their  Relation  to 
the  Democratic  Way  of  Life,  Inc.  ( 1940—) .  Similar  concern  among  readers 
of  novels  is  illustrated  by  such  fictional  successes  as  A.  J.  Cronin,  Keys  of  the 
Kingdom  (1941);  Franz  Werfel,  Song  of  Bernadette  (1942);  Scholem  Asch, 
Apostle  (1943);  Somerset  Maugham,  Razor's  Edge  (1944);  and  H.  M.  Robin- 
son, Cardinal  (1949), 
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CIVIL  LIBERTIES.  The  crucial  issue  of  the  limits  of  civil  liberty  are  explored 
in  Walter  Gelhorn,  Security,  Loyalty  and  Science  (1950),  and  Carey  McWil- 
liams'  angry  Witch  Hunt  (1950), 

FAMILY  LIFE.  Franz  Alexander,  Our  Age  of  Unreason  (1942),  deals  with 
aspects  of  personality  formation  in  a  competitive  society.  Erich  Fromm, 
Escape  from  Freedom  (1941),  treats  of  those  aspects  of  lower  middle-class 
experience  which  spark  the  revulsion  from  nineteenth-century  liberalism.  Albert 
Deutch,  Our  Rejected  Children  (1950),  concerns  itself  with  delinquency  and 
its  punishment.  The  federal  Interagency  Committee  of  the  National  Conference 
on  Family  Life,  American  Family  (1948),  considers  contemporary  problems. 
Mary  R.  Beard,  Woman  as  a  Force  in  History:  A  Study  in  Tradition  and  Real- 
ities (1946),  seeks  to  deflate  the  notion  of  women  as  a  "subject  sex";  the 
demonstration  of  women's  influence  bears  a  distressing  resemblance  to  minority 
group  histories  of  the  filiopatristic  variety.  Louise  M.  Young,  editor,  W omens 
Opportunities  and  Responsibilities,  American  Academy  of  Political  and  Social 
Science,  Annals,  v.  251  (May,  1947),  is  an  interesting  survey;  comparison  with 
numbers  devoted  to  the  same  topic  in  1914  and  1929  shows  the  position  of 
American  women  through  a  half -century  of  change.  Ferdinand  Lundberg  and 
Marynia  Farnham,  Modern  Woman:  The  Lost  Sex  (1947),  and  Philip  Wylie, 
Generation  of  Vipers  (1942),  illustrate  the  antifeminist  current  in  the  40's 
rejection  of  nineteenth-century  liberal  ideals.  Edward  A.  Strecker,  Their 
Mothers9  Sons  (1946),  is  a  psychiatrist's  attack  on  overprotective  mothers. 

COMMUNICATIONS  are  discussed  in  Paul  F.  Lazarsfeld,  People  Look  at  Radio 
(1946);  L.  R.  Morris,  Not  So  Long  Ago;  Charles  A.  Siepmann,  Radio,  Tele- 
vision and  Society  (1950);  Gilbert  Seldes,  Great  Audience;  F.  C.  Waldrop  and 
Joseph  Borkin,  Television,  A  Struggle  for  Power  (1938).  The  following  con- 
tribute to  understanding  of  a  changing  newspaper  industry:  F.  L.  Mott, 
American  Journalism  (1950);  Commission  on  Freedom  of  the  Press,  Free  and 
Responsible  Press  (1947).  A.  J.  Liebling,  Wayward  Pressman  (1947),  gives 
an  enlightening  personal  view. 

ON  SCIENTIFIC  ADVANCE.  See,  titles  listed  under  MOBILIZATION  OF 
SCIENCE  in  Chapter  23.  See  also,  Louis  I.  Dublin,  Health  Progress,  1936-1945 
(1948);  Wheeler  McMillen,  New  Riches  from  the  Soil  (1946);  E.  R.  Riegel, 
Industrial  Chemistry  (rev.  ed.,  1949);  George  Gaylord  Simpson,  Meaning  of 
Evolution  (1949);  James  Stokley,  Science  Remakes  Our  World  (1946);  Harold 
Ward,  editor,  New  Worlds  in  Medicine  (1946).  Lloyd  V.  Barkner,  "Science  and 
Foreign  Relations,"  U.  S.  Department  of  State  Publication,  No.  3860  (1950), 
and  Harold  M.  Dorr,  editor,  "Social  Implications  of  Modern  Science,"  American 
Academy  of  Political  and  Social  Science,  Annals,  v.  249  (Jan.,  1947),  indi- 
cate a  new  awareness  of  reality.  See  also,  W.  F.  Ogburn,  Social  Effects  of 
Aviation  (1946). 

EDUCATION  AND  THE  SOCIAL  DISCIPLINES.  Benjamin  Fine,  Our 
Children  Are  Cheated  (1947),  and  W.  Lloyd  Warner,  and  associates,  Who 
Shall  Be  Educated?  (1944),  present  a  crucial  issue.  See  also,  Conference  on 
Science,  Philosophy,  and  Religion,  Goals  in  American  Education  (1950); 
Hubert  Park  Beck,  Men  who  Control  Our  Universities  (1947);  Abraham  Flex- 
ner,  Funds  and  Foundations.  Their  Policies  Past  and  Present  (1952). 

Cross-fertilization  in  the  SOCIAL  DISCIPLINES  is  represented  by  such  works 
as  Lawrence  K.  Frank,  Society  as  the  Patient  (1948),  and  Abram  Kardiner, 
Psychological  Frontiers  of  Society  (1944).  Varying  trends  in  historical  study 
are  represented  by  E.  E.  Neff,  Poetry  of  History  (1947),  and  Frederick  J. 
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Teggart,  Theory  and  Processes  of  History  (1941).  See  also,  M.  R.  Cohen, 
Meaning  of  Human  History  (1947).  The  vitality  of  philosophy  is  illustrated  by 
such  work  in  the  Dewey  tradition  as  Ray  Lepley,  Verifiability  of  Value  (1944), 
and  the  continued  concern  with  semantics  in  books  like  Charles  W.  Morris, 
Open  Self  (1948). 

MUSIC  AND  THE  FINE  ARTS.  See  the  titles  under  this  heading  cited 
in  Chapter  21.  See  also,  David  Ewen,  American  Composers  Today  (1949). 

LITERATURE  AND  THE  DRAMA.  Frederick  J.  Hoffman,  *Freudianism 
and  the  Literary  Mind  (1945),  considers  a  widely  influential  psychology  and 
some  of  its  repercussions  upon  writers.  Henry  Miller,  Wisdom  of  the  Heart 
(1941),  and  Yvor  Winters,  In  Defense  of  Reason  (1947),  speak  for  the  fashion- 
able nonrational  and  the  unfashionable  rational  approach  to  literature  and 
living.  Similarly,  J.  C.  Ransom,  editor,  Kenyon  Critics  (1951),  and  James  T. 
Farrell,  Literature  and  Morality  (1947),  expound  contrary  attitudes  in  literary 
criticism.  The  noisiest  literary  dispute  of  the  decade  was  generated  by  the 
1948  Bollingen  award  to  the  Pisan  Cantos  of  Ezra  Pound.  The  fracas  may  be 
most  conveniently  enjoyed  in  the  Saturday  Review  of  Literature,  June  1- 
August  27,  1949.  For  observation  of  changing  tastes  in  reading,  F.  L.  Mott, 
Golden  Multitudes,  and  James  D.  Hart,  Popular  Book,  continue  useful  Com- 
parison of  best-seller  lists  and  Pulitzer  prizewinners  affords  both  amusement 
and  enlightenment. 
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Glavis,  Louis  P.,  116-17 

Goethals,  George  Washington,  60,  203 

Gold.  See,  Currency,  Foreign  trade,  Silver 

Gold  reserve,  18,  129,  133,  418,  419 

Gold  standard,  18,  374,  481,  618 

Gompers,  Samuel,  10,  24,  79,  108,  196, 
274,  325 

Good  Neighbor  policy,  157,  301,  475, 
479 

Gore-McLemore  Resolution,  181 

Gorgas,  William  C.,  42,  60 

Government  Corporations  Control  Act  of 
1945,  552 

Government,  municipal,  87-89 

Government  reorganization;  congressional, 
556;  executive,  557 

Grain  Standards  Act  of  1916,  141 

Greece,  struggle  for,  591-92 
Griffith,  David  Wark,  99 
Guadalcanal,  528 
Guam,  281,  487 
Guffey-Vinson  Act  of  1937,  411 

Hague  Conferences  of  1900  and  1907, 

170-71 

Hague  Tribunal,  61,  170-71,  301 
Haiti,  144,  147-48,  294,  300,  476 
Hall,  G.  Stanley,  42,  361 
Halley,  Rudolph,  625-26 
Halsey,  William  F.,  528 
Hanna,  Marcus  A.,  49,  51,  52 
Hapgood,  Norman,  116 
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Harding,  Warren  Gamaliel,  119,  233, 
236,  264,  291,  324-25;  biographical 
sketch,  322-23;  election  of  1920,  236- 
37;  naval  arms  limitation,  280 

Harriman,  E.  H.,  50,  146 

Harriman,  W.  Averell,  619 

Harrison,   Francis  Burton,   158 

Harvey,  George,  120,  232 

Hatch  Acts  of  1939  and  1940,  449 

Havana  Conference  of  1939,  480,  489 

Havemeyer,  E,  0.,  27 

Hawes-Cutting  Act  of  1933,  293 

Hay,  John,  60,  168,  314 

Hay-Bunau-Varilla  Treaty,  60 

Hay-Hcrran  Convention,  60 

Hay-Pauncefote  Treaty,  59,  151 

Hayes,  Max  S.,  82,  237 

Hays,  Will  H.,  323 

Health:  mental,  193,  628-29;  military, 
51748;  public,  42,  53,  56;  58,  627- 
28 

Hearst,  William  Randolph,  101,  102,  232, 
629 

Hemingway,  Ernest,  368,  470,  635 

Hemisphere  solidarity,  480 

Hepburn  Act  of  1903,  53-55 

Highway  development,  249 

Hill,  James  J.,  50,  51 

Hines,  Walker  D.,  204,  239 

Hirohito,  Emperor,  496 

Hiroshima,  530,  629 

Hitchcock,  Gilbert  M,  233-35 

Hitler,  Adolf,  13,  487,  488,  500,  538, 
539,  540 

Hodges,  Courtney  H.,  537 

Holding  companies,  245,  258;  develop- 
ment of,  26;  power  industry,  254-55; 
railroads,  411;  regulation  of,  424 

Holmes,  Justice  Oliver  Wendell,  41,  63, 
625 

Home  loan  banks,  376,  417 

Home  Owners'  Loan  Corporation 
(HOLC),  386,  417,  422 

Home  Owners*  Refinancing  Act  of  1933, 
417 

Hookworm,  42 

Hoover,  Herbert  Clark,  160,  236,  271, 
359,  374,  379,  406,  417,  491,  493,  574, 
599;  agricultural  problems,  267,  269; 
concentration  of  economic  control,  259- 
60,  401;  election  of  1928,  329-31;  of 
1932,  377-78;  governmental  reorganiza- 
tion, 448,  557;  inter-Allied  debt,  285; 
Latin  America,  293,  300-1,  475;  Philip- 
pines, 293;  power,  255,  338,  339;  Pro- 
hibition, 346;  role  in  depression,  375- 
70,  393;  Secretary  of  Commerce,  248, 


322,  323,  333;  tariff,  305-6;  World  War 
I,  204-5;  World  War  II,  491,  618 
Hopkins,  Harry,  389-91,  392,  394 
House,  Edward  M.,  125,  173,  182 
House  of  Representatives,  reform  of,  112- 

13 

Housing,  384,  417-18 
Howe,  Louis  McHenry,  386,  388 
Howells,  William  Dean,  34,  37 
Hughes,  Charles  Evans,  286;   campaign 
of  1916,   184-86;   League  of  Nations, 
285;   New  York  insurance  companies, 
73;  Secretary  of  State,  280,  285,  291, 
322-23;  Supreme  Court,  332,  342,  437 
Huerta,  Victoriano,  153,  154,  155 
Hull,  Cordell,  388,  475,  480,  481,  496 
Hull  trade  program,  425-28 
Hutchins,  Robert  M.,  464,  466 

Ickes,  Harold  L.,  389,  393 

Immigration,  193;  changes  in  origin  of, 
6,  25,  271;  Chinese,  25;  inquiry  into, 
270;  legislation  affecting,  26,  64-65; 
restriction  of,  25,  270-73 

Imperialism,  19,  311-13,  315-17 

Imports,  See,  Foreign  trade 

Income,  national,  399,  410,  524,  566;  de- 
pression of  1929,  374;  distribution  of? 
67,  567;  New  Deal  recovery  of,  440; 
World  War  II  and  postwar,  524,  566- 
67 

Income  Tax.  See,  Sixteenth  Amendment, 
Taxes 

Industrial  Commission  of  1898,  22-23,  24; 
26,  27,  32,  33,  37,  39,  49,  53,  54,  134, 
141,  423 

Industrial  Conference  of  1919,  274 

Industrialism,  revulsion  against,  455-56 

Industrial  Relations  Commission,  80,  141- 
42,  183 

Industrial  Workers  of  the  World  (IWW), 
10,  79-80,  183,  195,  197.  See  also, 
Labor 

Industry:  concentration  of,  26-33,  248, 
252,  253-55,  445,  572-4;  early  growth 
of,  9,  10,  17,  18;  immigration  and,  29; 
mechanization,  247-48;  New  Deal, 
381-82;  World  War  I,  200-02;  World 
War  II,  507-10.  See  also,  Production 

Inflation;  monetary,  18;  price,  522-24, 
555-57,  569-70,  611.  See  also,  Agri- 
culture, Currency,  Price  control 

Initiative,  89,  90 

Injunction,  78,  79,  136,  406,  556.  See 
also,  Labor,  Norris-LaGuardia  Act 

Installment  dealing,  245,  252,  260-61, 
353,  621 
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Institute  of  Inter-American  Affairs,  615 

Instrumentalism,  466 

Insular  cases,  20 

Insurance,  73,  74 

Insurgent  Republicans,  111,  113,  114, 
117,  334,  335 

Inter-Allied  debt,  283-85,  318 

Inter- American  Conference  of  1928,  300; 
of  1933,  428 

Inter-American  Conference  on  Problems 
of  War  and  Peace,  595 

Inter-American  Financial  and  Economic 
Advisory  Commission,  478 

Inter-American  Treaty  of  Reciprocal  As- 
sistance, 595 

Interlocking  directorates,  76,  135,  137 

Internal  revenue.  See,  Excises,  Taxes 

International  Bank  for  Reconstruction 
and  Development,  544-45,  582,  613, 
616 

International  Harvester,  27,  28,  138 

International  Monetary  Fund,  544-45, 
582,  613 

International  Refugee  Organization,  581 

International  Trade  Organization  (ITO), 
587-88 

Interstate  commerce,  definition  of,  439 

Interstate  Commerce  Commission  (ICC), 
23,  40,  53,  54,  69,  84,  107,  110-12, 
142,  184,  334,  338,  340-41,  411,  412 

Intervention,  economic,  14,  376,  380-81, 
401,  578.  See  also,  Laissez-faire,  New 
Deal 

Intervention,  political.  See,  Good  Neigh- 
bor policy 

Invention,  41-42,  99-100,  358-59,  453-54, 
461-62,  627 

Investments.  See,  Capital  formation,  For- 
eign investments,  Industry 

Investment  Company  Act  of  1940,  424 

Iran,  13,  590 

Irrigation,  23,  54 

Isolationism,  7,  8,  12,  166,  169-70,  221, 
278-79,  285,  287,  301-2,  304,  316, 
386,  482-83,  491,  599,  618-19.  See 
also,  Neutrality,  World  War  II 

Isthmian  canal,  58-59 

Italo-Ethiopian  War,  483-84 

Italy,  534,  535,  541,  588,  590-91 

James,  Henry,  37,  96,  101,  103 
James,  William,  41,  42,  106,  365,  631 
Japan,  7;  aggression  against  China,  161- 
62,  226,  287,  291,  484-87;  naval'  dis- 
armament, 280-82;  occupation  of,  605- 
10;  Pacific  phase  of  World  War  II,  527- 
31;  Pearl  Harbor,  495-97;  post-World 


War  II,  599;  Theodore  Roosevelt  and, 
64-65 

Japanese-Americans,  internment  of,  500 

Java  Sea,  Battle  of,  527 

Jeffers,  Robinson,  368,  468 

Jessup,  Philip,  593 

Johnson,  Hiram  W.,  89,  94,  121,  185, 
233,  236,  389 

Johnson,  Hugh,  200,  390 

Johnson,  Tom,  87-88 

Johnson  Debt  Default  Act  of  1934,  430, 
478,  482,  483 

Joint  Committee  on  Atomic  Energy,  559 

Joint  Committee  on  the  Economic  Re- 
port, 558 

Jones,  Howard  Mumford,  635 

Jones  Acts,  of  1916  and  1917,  158 

Joyce,  James,  351,  367 

Juvenile  delinquency,  525 

Kafka,  Franz,  635 

Kasserine  Pass,  Battle  of,  534 

Keating-Owen  Act  of  1916,  143,  277 

Kefauver,  Estes,  619 

Kelley,  Florence,  92,  97 

Kellogg,  Frank  B.,  286,  287,  288,  299- 

300 

Kellogg-Briand  Pact,  287,  485 
Kerensky,  Alexander,  163,  209,  288 
Kern,  John  W.,  108 
Kerr,  Robert  S.,  619 
Keynes,  John  Maynard,  392,  465 
King,  Ernest  J.,  538 
Knights  of  Labor,  24 
Knox,  Frank,  390,  432 
Knox,  Philander  C,  69,  109,  128,  144, 

145,  147,  153,  171 
Knudsen,  William,  499 
Korea,  12,  14,  601-5,  610 
Krug,  Julius,  582,  627 
Ku  Klux  Klan,  241-42,  326-27,  491 
Kuomintang,  291,  600-1 
Kurusu,  Saburu,  496 

Labor:  antitrust  laws  and,  24,  136;  bank- 
ing ventures,  276-77;  condition  of,  23, 
24,  273-74,  384,  404;  injunctions  and, 
78-79,  136,  142,  239,  275,  406;  legis- 
lative protection  of,  91-93,  142-43, 
407-8;  migratory,  80,  400;  organization 
of,  78-79,  197,  274-76,  382,  408-9, 
507;  productivity  of,  247-48,  373,  442, 
571;  wages,  10,  23,  28,  66,  78,  273, 
402,  405,  507,  567;  railroad,  240,  276- 
77;  World  War  II  and  postwar,  564-66. 
See  also,  AFL,  CIO,  IWW,  Strikes, 
Supreme  Court 
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Labor-Management  Act  of  1947.  See, 
Taft-Hartley  law 

LaFollette,  Robert  M.,  47,  53,  85,  107, 
115,  126,  187,  267,  334,  341;  inde- 
pendent candidacy,  328;  influence  on 
reform  movement,  89,  91,  94,  119;  in- 
surgency, 113,  117,  118,  119,  327;  rail- 
road regulation,  54,  111,  112 

LaFollette,  Robert  M.,  Jr.,  408,  556 

LaFollette  Seamen's  Act  of  1914,  142 

Laissez-faire,  83,  333,  380,  452 

Land  values.  See,  Agriculture 

Landon,  Alfred  M.,  432-34 

Lanham  Acts  of  1942  and  1943,  526 

Lansing,  Robert  L.,  149,  150,  155,  156, 
160,  163,  176,  179-81,  224,  240 

Lansing-Ishii  Agreement  of  1917,  162, 
291 

Latin  America,  144,  145;  arbitration 
treaties  with,  300-1;  cultural  apprecia- 
tion of,  477-48 

League  of  Nations,  218,  301,  317,  329, 
485,  486,  487;  drafting  of  covenant, 
229-30;  1920  campaign,  232;  Repub- 
lican opposition,  230-34;  unofficial  re- 
lations with,  278,  285,  326 

League  to  Enforce  Peace,  229,  234 

Ledo  Road,  528 

Lemke,  William,  433,  434 

Lend-Lease,  493-94,  511-12,  541,  582 

Lever  Act  of  1917,  191,  202,  204,  239 

Lewis,  John  L.,  239,  408-9,  433,  493, 
506 

Lewis,  Sinclair,  349,  368,  369,  620 

Levte  Gulf,  Battle  of,  530 

Lite  expectancy,  359,  622 

Lilienthal,  David,  391 

Lippmann,  Walter,  86,  360 

Literacy,  See,  Education 

Lloyd,  Henry  Demarcst,  34 

Lodge,  Henry  Cabot,  63,  107,  152,  160, 
168,  223,  236;  immigration  restriction, 
25-26;  preparedness  in  1915-17,  183; 
opposition  to  League  of  Nations,  233- 
35 

London  Conference  of  1930,  281-82 

London  Economic  Conference  of  1933, 
481-82 

Lowden,  Frank  0.,  236,  329 

Lowell,  A.  Lawrence,  229,  235 

Ludlow  Amendment,  483 

Lusitania,  180-81 

Lynd,  Robert  and  Helen,  364 


McAdoo,  William  Gibbs,  125,  204,  237, 
327 


MacArthur,  Douglas,  495,  527,  603-5, 
609 

McCarthy,  Joseph,  562 

McClure,  Samuel,  102 

McCormick,  Vance  C.,  206 

McFadden  Act  of  1927,  262 

Machado,  Gerardo,  297,  476 

McKinley,  20,  21,  27,  48,  49 

MacLeish,  Archibald,  469 

McNary,  Charles  P.,  493 

McNary-Haugen  bill,  267 

McReynolds,  James  C.,  125,  333 

Madero,  Francisco,  153 

Magazines,  102,  354,  457 

Mahan,  A.  T.,  168,  314 

Malaria,  517 

Malik,  Jacob,  593,  604 

Manchukuo,  486 

Manchuria,  64,  485,  486 

Mann-Elkins  Act  of  1910,  111-12 

Manpower.  See,  Mobilization 

Mao  Tse-tung,  601 

Marshall,  George  C.,  538,  539,  583, 
592 

Marshall  Plan,  12,  583-88,  614 

Meat  Inspection  Act  of  1906,  57 

Mechanization,  5,  247-48 

Mellon,  Andrew,  232,  264,  280,  322,  232, 
327,  328,  332,  374 

Mencken,  H.  L.,  351,  367 

Mental  health.  See,  Health 

Merchant  Fleet  Corporation,  343-44 

Merchant  Marine  Act  of  1920,  343;  of 
1928,  344;  of  1936,  1938,  413 

Merchants,  4,  5 

Mexico,  188;  economic  legislation  of,  156- 
57,  299-301;  pressure  for  intervention 
in,  156;  relations  with,  153-57,  476-77; 
World  War  II,  517 

Middletown,  5,  364-65 

Midway,  Battle  of,  528 

Miller,  Thomas  W.,  323-24 

Miller-Tydings  Amendment,  446 

Minimum  wage  laws,  93,  435,  437 

"Minority  groups,"  621 

Mitchell,  John,  51-52 

Mobilization:  agriculture,  204-6,  512-15; 
financial,  198-99,  520-24;  foreign 
trade,  515-16;  industry,  199,  202,  507- 
511;  manpower,  192-94,  502-5;  opin- 
ion, 207-8,  499,  500,  502;  transport, 
203-4,  511-12 

Moley,  Raymond  L.,  386-87,  481 

Monopoly  Inquiry  Act  of  1938,  444 

Monroe  Doctrine,  172,  313;  Good  Neigh- 
bor policy,  301,  475,  480;  League  of 
Nations  covenant,  234;  redefinition, 
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Monroe  Doctrine  (cont.) 

301,  475;  Roosevelt  Corollary,  61,  301, 

314,  475 

Montevideo  Conference,  475 
Moore,  W.  H.,  27,  30 
Morgan,  J,  P.  and  Company,  5,  51,  297; 

promoter  of  combinations,  28,  30,  32, 

73-76;  railroad  financing,  50 
Morgan,  Thomas  Hunt,  43 
Morgenthau,  Henry,  Jr.,  388 
Morrow,  Dwight  W.,  300,  476 
Moscow  Conference  of  1943,  541-42 
Moses,   George  H.,  233,  267 
Motion  pictures :  cultural  aspects,  99,  352- 

53,  459-60;  economic  aspects,  351-53, 

626 

Mumford,  Lewis,  455 
Munich,  488 
Munoz-Marin,  Luis,  298 
Muscle  Shoals,  56,  335,  338-40,  415 
Music  in  the  United  States,  104,  365, 

466-67,  633 

Mussolini,  Benito,  487,  534,  538 
Mutual  Security  Administration,  598 

Nagasaki,  531 

National  Bank  Act  of  1863,  71,  72 
National  banking  system,  77,  129 
National  Consumers'  League,  38,  92,  93 
National  Currency  Associations,  72,  129 
National  Defense.  Act  of  1916,  184,  191, 

199,  211;  of  1920,  498 
National  Defense  Advisory  Commission, 

184 

National  Defense  Mediation  Board,  505 
National  Housing  Acts,  418 
National      Industrial      Recovery      Act 

(NIRA),  381,  393,  401-3,  407 
National  Labor  Relations  Act  of  1935, 

384,  407-8,  437 
National  Labor  Relations  Board  (NLRB), 

407-8,  506,  555,  556 
National  Mental  Health  Act  of  1947,  629 
National  Monetary  Commission,  72,  73, 

129, 130 
National  Origins  Act  of  1924,  270-71. 

See  also,  Immigration 
National   Packing   Company.   See,   Beef 

Trust 
National  Recovery  Administration  (NRA), 

390,  401-02,  432 

National  Recovery  Review  Board,  402 
National  Resources  Planning  Board,  551 
National  Security  Act  of  1947,  558 
National  Wage  Stabilization  Board,  564, 

-565 
National  War  Labor  Board,  196-97 


National  Youth  Administration  (NYA), 
395,  463,  504 

Naval  Appropriations  Act  of  1916,  210 

Naval  disarmament:  conferences,  279-82; 
failure  of,  484-85 

Navy:  building  programs,  58,  168,  183- 
84,  444,  484-85;  World  War  I,  210-11; 
World  War  II,  503,  528-29,  534,  536 

Negroes,  6,  39,  95,  96,  193-94,  271,  327, 
439,  471,  501,  551 

Nelson,  Donald  M.,  499 

Neutrality,  11;  British  blockade  and,  176, 
178-80;  campaign  of  1940,  491-93; 
German  submarine  warfare  and,  180- 
82,  187;  legislation  of  1935-37,  483- 
84;  of  1939,  488-89,  490;  Nye  Com- 
mittee and,  482-83;  World  War  I5 
World  War  II,  490,  494 

New  Deal  14,  47,  160,  378,  386,  393,  432, 
443,  444,  456,  481,  557,  570;  agencies, 
394,  397,  400,  424;  agricultural  pro- 
gram, 389,  396-401;  banking  reform, 
420-23;  bureaucracy,  453-55,  552;  cap- 
ital formation,  441;  cartelization,  401; 
credit  expansion,  443;  critique  of,  449- 
454;  currency,  expansion,  418-19;  debt 
policy,  382-83,  401;  deficit  finance, 
451-52;  economic  consequences,  442, 
443,  449-51;  economic  recovery  to 
1936,  439-40;  emergency  measures, 
379-80;  foreign  policy,  475-82,  485- 
90,  493-97;  foreign  trade  program,  382, 
385,  425-29;  housing  program,  417-18; 
-401-3;  la^or^pro- 


Kquioation  of,  444, 
551;  power  program,  413-17;  protec- 
tion of  investors,  364,  423-25;  public 
works,  384,  393-94;  pump  priming, 
385,  443,  452;  railroad  program,  411- 
12;  social  security,  410-11;  Supreme 
Court,  397,  399,  403,  404,  408,  411, 
419,  434-39;  theory  of,  380-85 

New  Freedom,  47,  98,  99,  141-42,  381 

Newlands  Act  of  1902,  54 

New  Nationalism,  47,  99,  118 

New  Panama  Company,  59,  60,  151 

Nicaragua,  62,  294,  300;  canal  proposal, 
59;  U.S.  intervention  in,  145,  149-50, 
296-97 

Nimitz,  Chester  W.,  528,  530 

Nine-Power  Treaty,  290 

Nineteenth  Amendment,  98 

Nixon,  Richard  M.,  618 

Norris,  George  W.,  112,  113,  117,  187,  267, 
300,  334,  335,  338,  339,  378,  390,  415 

Norris-La  Guardia  Act  of  1932,  406 

North  Atkntic  Treaty,  12,  598-99 
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North     Atlantic     Treaty     Organization 

(NATO),  598-99 

Northern  Securities  Company,  50,  69 
Nourse,  Edwin  G.,  558,  570 
Nuclear  fission.  See,  Atomic  bomb 
Nye,  Gerald,  482 

Obregon,  Alvaro,  154,  155,  156,  157,  299, 

300 
Occupations,  shifts  in,  16,  17,  273,  350, 

525-26 
Office     for     Emergency     Management 

(OEM),  499,  504 
Office  of  Civilian  Defense,  501 
Office  of  Contract  Settlement,  563 
Office  of  Defense  Transportation,  511 
Office  of  Economic  Stabilization,  499 
Office   of   Price  Administration    (OPA), 

522-23,  564 
Office  of  Price  Administration  and  Civilian 

Supply,  522 
Office  of  Production  Management,  501, 

507 

Office  of  the  Coordinator  of  Inter-Ameri- 
can Activities,  615 

Office  of  War  Information  (OWI),  502 
Office  of  War  Mobilization  (OWM),  499, 

563 

Office  of  War  Mobilization  and  Reconver- 
sion, 564 

Old-age  pensions.  See,  Social  Security 
Oligopoly,  375 
O'Mahoney,  Joseph  C.,  444 
O'Neill,  Eugene,  103,  367,  635 
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See  also,  Federal  Reserve  System 
Opinion  polls,  459 

Organization  for  European  Economic  Co- 
operation (OEEC),  586-87 
Organization  of  American  States,  596 
Ottawa  Agreements  of  1931,  435,  583 
Output,  limitation  of:  agricultural,  398; 
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Pragmatism,  41,  365,  466,  631 

Preparedness:  World  War  I,  183-84; 
World  War  II,  489-90,  498 
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328;  in  1948,  560-61 
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Relief  and  Reconstruction  Act  of  1932, 
376 

Relief,  391.  See  also,  CWA,  CCC,  WPA 
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183,  184-85,  192 

Root,  Elihu,  51,  52,  63,  65,  107,  115, 
151,  153,  160,  171,  172,  209,  211, 
230,  233,  236,  286-87,  290,  314 
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AFL,  CIO,  Labor,  National  Labor  Re- 
lations Act,  Taft-Hartley  Law 
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Subsidies.  See,  Agriculture,  Aviation, 
Housing,  Price  control,  Shipping 
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1936,  434,  436;  civil  liberties,  95,  439, 
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Fifteenth  Amendment,  95;  labor,  78- 
79,  92-93,  275,  437-39;  Negro  rights, 
96,  439;  New  Deal  legislation,  379, 
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08,  of  1912,  119,  122-23;  foreign 
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ley,  114,  emergency  of  1921,  257, 
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Four,"  614-16 
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572-73;  prosecution  of,  25,  50,  69-71, 
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